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Chandler’s sound fiscal house has been built upon a basis of
fiscally fit policies that have been in place for several decades.

This plan continues that tradition of commitment, prudence, and
attention to resident’s tax dollars.
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Strategic Goals, Financial Policies, and Budget Recommendations

A. Strategic Goals and Organizational Priorities

The City of Chandler’s continued goal is to provide the
highest quality services to the community in the most
cost-effective manner. The Council’s strategy to
achieve these results is through goals to continuously
improve Chandler and to make fiscally responsible
decisions that make the City of Chandler a regional
leader with a strong plan for the future.

The process of developing Chandler's budget is
designed to address the needs and desires of the
community. The Mayor, Council, and staff obtain input
from the community through surveys, commissions,
neighborhood meetings, and contacts with individuals
throughout the year. Based on this input, the Council
holds planning sessions to discuss multiple service
area efforts and to establish organizational guidelines.

In February 2015, the City Council conducted a Strategic Planning Retreat that established six new Strategic
Policy Goals. The Executive Leadership Team then created recommended priorities to fulfill the goals identified
by Council. Minor revisions were approved in April 2017. Following are the updated goals and action plan items.

Chandler is a great place to visit, work, play, and live by...

Being the Most Connected City
e Connect our community using enhanced communication technologies to share information by increasing
electronic availability of City information.
e Increase community connectivity through enhancing multimodal transportation.

Being a Leader in Transparency
e Provide timely and accurate data and reports to maintain accountability and provide support for effective
decision making.
e Promote opportunities that encourage citizen engagement and input.

Maintaining Fiscal Sustainability
e Maximize the City’s diverse portfolio of revenue sources.
e Continue adherence to and improve upon fiscal policies.
e Maintain strong bond rating with all three rating agencies for all types of debt.
e Manage expenditure growth through periodic review of programs and services.

Attracting a Range of Private Sector Businesses
e Position Chandler to be recognized by corporate real estate executives, site selectors, regional partners,
and the development industry as a premier location for new investment.
e Coordinate and facilitate the revitalization of Downtown Chandler.

Fostering a Contemporary Culture to Capitalize on Diversity in the Community
e Promote Chandler as an inclusive community that values its rich diversity, history, and culture.
e Support diversity through City employment practices.
e Investin employees, support systems, and innovation strategies that ensure Chandler remains a leader in
the delivery of high quality services.
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Being Safe and Beautiful
e Promote a multifaceted approach to address the needs of neighborhoods from the physical, safety, and
community perspectives.
e Construct and maintain sustainable public infrastructure.
e Ensure Chandler remains a safe community by employing best practices.

....Chandler is a great place to visit, work, play, and live!
B. Priority Based Budgeting Goals and Desired Results

In addition to the above-stated Council Strategic Goals, the City has also established Priority Based Budgeting
Goals, also known as “Desired Results” which tie to the fiscal sustainability goal listed above. These goals
expand on the Council Strategic Goals and encompass a broad range of Department programs and services to
support the citizens of Chandler. These “results” help define the types of services the citizens expect the City to
provide. The results have been established under the broad areas of:

e A Community with Leisure, Culture, and Education Opportunities
A Safe Community
A Community with Effective Transportation
A Healthy and Attractive Community
A Community with Sustainable Economic Health
A Community with Good Governance
Each of these results is supported by a matrix of programs and services across multiple Departments which
provide a tool for budget decision making.

These goals are integrated into the annual Citizen’s Budget Survey to help evaluate how citizens weigh the
relative importance of these goals and the supporting programs, services, and capital projects.

C. Financial Policies

The City of Chandler’s financial policies have been developed to set standards for stewardship over financial
resources. The policies institutionalize strong financial management practices, clarify the strategic intent for
financial management, define boundaries, manage risks to financial condition, support good bond ratings to
minimize borrowing costs, and comply with established public management best practices. The policies provide a
guide for sound fiscal planning, while maintaining fiscal integrity.

There are eight (8) financial policies: Operating Management, Capital Management, Reserves, Debt
Management, Long-Range Financial Planning, Grant Management, Investment, and Accounting, Auditing, and
Financial Reporting. The policies are reviewed annually, with updates approved by City Council before the new
budget year. Listed below are the updated financial policies implemented for the Fiscal Year 2017-18 Budget,
continuing to keep the City of Chandler fiscally strong.

1. Operating Management Policy

The purpose of the Operating Management Policy is to provide guidance and clarification on how the budget will
be structured and developed, define the budget control system, how to amend the budget, and specific revenue
and expenditure principles to ensure ongoing financial sustainability and operating practices.

Key Budget Features

Scope and Length of Budget Period: The budget shall be based on a fiscal year beginning July 1 through June
30, and revenue and expenditures for all funds shall be adopted annually (excluding funds maintained for
financial reporting purposes only).

Level of Control: The budget process shall be decentralized, allowing all Departments to provide updated
revenue and expenditure amounts entered directly into an online budget system. Budgetary control shall be at
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the Departmental level and managed separately between the Personnel budget (5100 series of accounts) and the
Operating budget (5200-8900 series of accounts). A Department cannot spend more than the budget
appropriated; however, line item appropriations shall be established for each cost center (division) within each
Department.

Balanced Budget Definition: According to the City Charter, the total of proposed expenditures shall not exceed
the total of estimated income and fund balances available. Each fund in the budget must also be in balance; total
anticipated revenues plus the necessary portion of fund balance (all resources) must equal total expenditure
appropriations for the upcoming fiscal year. Appropriation shall be for a specific fund and balanced based on
specific funding sources, therefore savings in one fund shall not be used to cover over-expenditure in another
fund.

Basis of Budgeting: The City's accounting system is maintained on the same basis as the Adopted Budget. This
enables Departmental budgets to be easily monitored via accounting system reports on a monthly basis. The
City's financial records, as reported each year in the Comprehensive Annual Financial Report (CAFR), are
maintained in accordance with Generally Accepted Accounting Principles (GAAP). For comparison purposes, the
City’s CAFR shows fund revenues and expenditures on both a budget basis and a GAAP basis in all funds for
which budgets are adopted.

The budgets for general governmental fund types, (i.e., General Fund, Special Revenue, Capital Projects, and
Expendable Trust) are prepared on a modified accrual basis, which is a mixture of the cash and accrual basis.
This basis is consistent with GAAP except for the following:
a. Compensated absences are recorded as expenditures when paid (cash basis) as opposed to a liability
that is expected to be liquidated from available financial resources as earned and accrued by employees
(GAAP basis).
b. Sales tax and grant revenue are recorded on the basis of cash collected (cash basis) as opposed to the
accrual basis (GAAP basis) whereby amounts are recorded to the period the revenue was earned.
c. Capital outlays for Enterprise funds are recorded as expenses (cash basis) as opposed to fixed assets
(GAAP basis).
d. Principal payments on long-term debt are recorded as expenses (cash basis) as opposed to a reduction
of a liability (GAAP basis).
e. Proceeds from the sale of bonds and utility system development fee revenues are recognized as revenue
when received (cash basis) as opposed to a reduction of a liability and an increase in contributed capital
(GAAP basis).
f.  No depreciation is budgeted (on a cash basis for any fund) as opposed to depreciation expense recorded
in financial statements (GAAP basis).

The budgets for Proprietary fund types such as the City's Enterprise (water, wastewater, reclaimed water, reverse
osmosis, solid waste, and airport), Internal Service, Fiduciary, and Permanent Trust funds are budgeted and
reported on a full accrual basis of accounting. Under the full accrual basis, expenses are recorded at the time
liabilities are incurred, and revenues are recognized when they are obligated to the City (for example, water user
fees are recognized as revenue when bills are produced, not when the cash is received). All operating and
capital expenditures (except depreciation) are identified in the budgeting process because of the need for
appropriation authority.

Cost Allocation: Costs incurred in the General Fund to support the operations of the Enterprise funds (water,
wastewater, reclaimed water, reverse osmosis, solid waste and airport) will be recovered through an indirect cost
allocation. The indirect cost allocation plan will be reviewed annually and costing adjustments made after
approval of the City Manager or Designee.

Long-Term Financial Forecasts: Forecasts will be prepared annually covering a ten year period and considered
during budget development.
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Performance Measurement: Each Department will establish goals and objectives and create and track
performance measurements to assure the goals and objectives are achieved in an efficient and effective manner.
Performance measures may be eliminated if approved by the Department Director.

Budget Principles and Process

Budget Links to Strategic Financial Plans: The City’s annual budget will be developed in accordance with the
policies and priorities set forth in the Council Strategic Goals, the needs of the community, and local, federal and
state laws.

Examination of Spending Patterns: The City will seek to maximize the value the public receives through its
spending by critically examining existing spending patterns to make sure they continue to provide value, and if
not, reallocate to services that do.

Prioritizing Services: The Priority Based Budgeting (PBB) results will be used annually to prioritize City services
based on City Council’s long-term desired results. Costs of City services will be updated every three years.

All Department needs (decision package requests), will be weighed taking into account PBB results and other
information based on available City resources within projected fiscal constraints. All requests must be fully
justified to show that they will maintain or enhance service delivery or support new programs.

Additions to Department budgets outside of the annual budget process are discouraged and only approved by the
City Manager’s office in unique circumstances or by Mayor and Council when required by City Code.

Funding Liabilities: The current portion of long-term liabilities (i.e., capital infrastructure, annual costs of
maintaining and replacing capital assets, contributions to employee pensions), at a minimum, should be funded in
the annual budget so as to maintain the trust of creditors and ensure a manageable payment plan.

Budget Process: The budget will be developed following a detailed calendar to ensure timely preparation and
execution, provide opportunities for citizen participation at different points, follow State law and City Charter, and
be summarized within a budget document to clearly communicate policy decisions.

Budget Control System

Modified Expenditure Control Budgeting (MECB): MECB will be utilized in order to encourage cost effectiveness
while providing quality services to Chandler citizens. MECB assumes existing service levels will be maintained
and new or enhanced programs require an ongoing source of funding before initiation. The use of MECB
supports the following basic philosophies:

a. Department management is expected to manage wisely and to look for effective and efficient ways to
deliver quality services to our citizens while meeting the goals of Council; and

b. Department management can find ways to do things more efficiently if given the freedom to innovate and
control their own resources.

Base Budget Method: The base budget method will be utilized for ongoing Operations and Maintenance (O&M)
appropriation. Departments shall be allocated the prior year's base budget to support all ongoing operations, but
may request supplemental funding through a decision package. Requests approved in the Adopted Budget shall
be incorporated into Department’s base budgets. Departments develop their own expenditure line item budgets;
however, exceptions exist for certain citywide expenditure line items and can only be spent for the specified
purpose (department fleet, equipment and technology replacement transfers out, and fuel).

Under the MECB philosophy, Departments may request to carryforward savings achieved in their Base Budget
operating accounts to the next year, with justification, through a request to the City Manager. Funds available for
carryforward will exclude the above noted exceptions.
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The City will use an Encumbrance Accounting System whereby budgeted funds are committed and no longer
available for spending when a purchase order is approved in the financial system. Encumbered funds will be
carried forward to the next budget year if not spent by year end.

Personnel Services Budgeting: All personnel costs are funded outside of the base budgets, and any personnel
savings accumulated remain in their original fund. The Budget Division develops all personnel services budgets
based on full funding of all approved positions. If revenues are available during the budget process, positions
may be added to maintain or enhance service levels after City Manager review and City Council approval.

Additions outside of the budget process are discouraged and only approved by the City Manager’s Office in
unique circumstances. Overspending of overtime and temporary budgets must be funded from base budgets if
not directly related to a vacancy.

Budget Resolution Transfer Authority: The Adopted Budget Resolution for each fiscal year gives authority to the
City Manager or his/her designee regarding transfers to/from departments of non-departmental encumbrance,
carryforward, lump sum agreements, fuel and utility reserves, non-departmental personnel, department
operations and maintenance savings, and Information Technology telecommunications appropriation.

Budget Expenditure Limitation: State Expenditure Limitation options, the level at which expenditures cannot
legally exceed the appropriated amount, will be reviewed and implemented as required by State statute to ensure
the best approach for the City. The City of Chandler currently falls under the Home Rule Option: Under the
Home Rule Option, the expenditure limitation is free from any ties to the State imposed expenditure limitation if
the majority of the qualified electors vote in favor of this alternative. On August 26, 2014, the City of Chandler
voters approved to continue under Home Rule for four years. Chandler adopts its expenditure limitation along
with the annual budget. The maximum legal expenditure limit is the total of all departmental appropriations in the
final budget adopted by the City Council. The City’s next Home Rule election will be in 2018.

Budget Amendments

In accordance with the City’s Alternative Expenditure Limitation, total expenditures may not exceed the final
appropriation once the budget is adopted. The City can amend the total appropriation for an individual fund;
however, if one fund’s total appropriation is increased, another fund must be decreased by an equal amount.

Amendments moving budget appropriation between departments may be processed at any time during the fiscal
year upon written request by the City Manager to the City Council (Section 5.08, City of Chandler Charter).
Organizational changes resulting in appropriation shifts between departments should be timed for the start of a
new budget year, whenever possible.

Revenue and Expenditure Principles

One-time expenses will be funded from one-time balances/revenues and ongoing expenses will be funded by
ongoing revenues, except as is provided for by the budget stabilization reserve as described in the Reserve
Policy.

Fund balances are non-recurring revenue, and will be appropriately used for one-time expenditures or budgeted
as contingency fund appropriations.

Revenues: The City strives to ensure diversification and stabilization of its revenue base.

Revenue projections will be based on historical trends by developing base lines for ongoing types of revenues
versus one-time.

Projections used to balance revenues to expenditures will be prepared for a five to ten-year period and updated
annually to ensure financial sustainability. A revenue manual will be maintained to document important
characteristics and historical background of each revenue source.
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Conservative but realistic revenue projections will be prepared to assess the limits of budget appropriation using
trend analysis and current data to minimize estimating too high, which could result in mid-fiscal year budget cuts.

User fees and charges will be periodically analyzed and updated to ensure that all direct and indirect costs are
recovered for services benefiting individuals/groups (unless an economic disadvantage is caused) versus a larger
public benefit.

Utility rate consultant studies will be performed at a minimum every four years, and internal rate analyses will be
completed every year for Water, Wastewater, Reclaimed Water and Solid Waste funds based on ten-year
projections. Reviews will ensure fees are adequate to fund operations, debt service, bond covenants, and
reserves. Additionally, periodic reviews of the rate design and cost of service between customer classes will be
completed.

The City will vigilantly pursue outstanding collections through revenue collectors, and periodic Transaction
Privilege Tax audits will be performed on businesses to ensure compliance with City tax code. Education will
always be a part of taxpayer interactions to protect this major revenue source.

Expenditures: The City will commit to a level of expenditures sufficient to ensure the ongoing health, safety, and
welfare of citizens.

Departments are encouraged to periodically review operations for efficiencies and reallocate existing expenditure
appropriation before requesting new funding.

Personnel expenditures, the largest operating cost, will be appropriated based on full funding of all approved
positions, but a vacancy saving percentage will be determined based on past trends and will reduce the ongoing
personnel services budget for forecasting purposes in the General Fund, shifting the amount to one-time funding.
Vacant public safety sworn positions will be budgeted at bottom of range and all other general positions will be
budgeted at mid-range.

Employee benefits expenditures (i.e., pensions, health, worker's compensation) will be appropriated at levels to
ensure adequate funding to remain current and maintain appropriate reserves if self-insured.

Compensation packages will be reviewed periodically to ensure they are sufficient to attract and retain quality
employees.

2. Capital Management Policy

The purpose of the Capital Management Policy is to provide guidance on capital planning, budgeting, and
management to ensure well maintained infrastructure, allowing Chandler to provide quality services, and maintain
economic vitality and quality of life in a financial sustainability manner.

Timing and Scope: The City Charter requires a minimum of a five-year Capital Improvement Program (CIP) to be
developed annually and submitted to Council on or before the fifteenth day of June (Section 5.07, City of
Chandler Charter). The City develops a ten-year plan, exceeding the minimum requirements. The Council shall
adopt the CIP on the same date as the final adoption of the Annual Budget. The first year of the adopted capital
plan, along with any estimated prior year unspent CIP projects, will be the capital budget for that fiscal year.

CIP projects shall be over $50,000 and include items with a useful life of 3 or more years. CIP projects may be
for infrastructure, facilities, equipment, technology software/hardware, and studies to determine infrastructure
needs.

Project Identification and Review: Proposed CIP projects will include a detailed project description, full cost
estimates (i.e., design, construction, right-of-way, land, equipment, etc.), anticipated funding sources,
recommended time schedules for each improvement, reference to planning document(s) that identify the need for
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the investment when applicable, and the estimated operating income or cost of maintaining the facilities to be
constructed (i.e., personnel, operations and maintenance). Contributions to reserves for replacement of
technology, equipment, and vehicles will be incorporated into the operating cost estimate.

The City’s CIP Coordination Team will serve as a central forum for cross-departmental communication regarding
capital planning, identifying opportunities for efficiencies, and making a CIP recommendation to the City Manager.

Project Selection: Long-term capital fund forecasts will be updated annually to assess financial feasibility of
proposed CIP projects. Other considerations for project selection may be their impact on other projects, ability to
fund preliminary design, maintaining existing infrastructure versus new construction, impact on operations, and
alignment with planning documents (i.e., Council Goals, General Plan).

CIP project funding will be evaluated for pay-as-you-go versus financing, by considering various economic
factors, asset useful life, bond authorization levels, and projects nature/ability to finance.

Balanced CIP: The CIP projected expenditures must equal capital resources using conservative, yet realistic
revenue projections. Extensive review of the secondary property tax rate will be completed to determine bond
capacity. Impacts to tax and utility rates should be clearly weighed and communicated.

Capital Asset Maintenance: Maintenance and replacement of existing infrastructure and capital assets will be
prioritized to keep assets in good condition and well-maintained. Replacement funds will be maintained to plan
for replacement of technology, equipment, and vehicles, allowing for the monitoring of inventory, standardization,
right-sizing, and cost containment.

3. Reserve Policy
The purpose of the Reserve Policy is to ensure the City remains a financially stable organization by maintaining

appropriate reserves. Adequate reserves position an organization to effectively plan for cash funded needs, as
well as unplanned needs caused by significant economic downturns, manage the consequences of outside
agency actions that may result in revenue reductions, and address unexpected emergencies, such as natural
disasters, catastrophic events caused by human activity, or excessive liabilities or legal judgments against the
organization. In concert with the City’s other financial policies, the City’'s Reserve Policy serves as an important
tool to guide the use of City resources in meeting the City’s financial commitments and provides a framework for
addressing unexpected future events in a fiscally prudent manner.

This policy documents the City’s approach to establishing and maintaining adequate reserves (target levels)
based on consideration of risks to operations, in the budgetary fund balance across a spectrum of City operations
in various funds. The budgetary fund balance represents the one-time amount accumulated from prior years,
which is different than the fund balance under Generally Accepted Accounting Principles (GAAP), but includes the
same constraints on spending.

Governmental Accounting Standards Board (GASB) Statement No. 54 defines five reserve classifications of fund
balance based on the level of restrictions placed on the specific purposes for which amounts can be spent:
nonspendable fund balance, restricted fund balance, committed fund balance, assigned fund balance, and
unassigned fund balance. The last three classifications are termed Unrestricted Fund Balance since the
constraint on spending is imposed by the government itself, therefore subject to this reserve policy. Additionally,
contingencies and reserves can be appropriated and unappropriated, depending if the City would like the reserve
to be available for spending in the current budget year or not.

General Fund Reserve Policy
The General Fund is the main operating fund that pays for general services provided by the City, such as public
safety, parks, and library services. The General Fund accounts for all general revenues of the City and for

expenditures related to the rendering of the City’s general services. The General Fund is considered to have a
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high level of risk to operations due to its dependence on revenue streams that are susceptible to economic
downturns and revenue reduction impacts from outside agency actions. In addition, the General Fund is the main
funding source when responding to unexpected events or emergencies.

Consideration of potential risk and other drivers influence the targeted minimum level of total Unrestricted Fund
Balance that should be maintained. The Government Finance Officers Association (GFOA) recommends no less
than two months of General Fund Unrestricted Budgetary Fund Balance.

The City desires to maintain a prudent level of reserves based on the revenue impacts described above and the
City’s desire to maintain strong bond ratings to minimize borrowing costs. This reserve policy sets the targeted
minimum level at four months of budgeted General Fund operating revenues, excluding onetime transfers in to
provide stability and flexibility to respond to unexpected adversity and/or opportunities. Should the minimum
reserve level fall below its target, a plan will be formulated to restore within a three year period. The Unrestricted
Budgetary General Fund Balance can include the following contingency and reserve types.

General Fund Contingencies/Reserves (Type/ Appropriated or Not/ GASB 54 Classification)

General Fund Contingency / Appropriated / Unassigned: This Contingency will be maintained equal to 15% of
General Fund operating revenues, excluding one-time transfers in. Acceptable contingency reserve uses are
emergency situations, unexpected one-time opportunities, and appropriation transfers to allow spending in other
funds. Use of this reserve requires Council approval unless delegated in the Budget Resolution. The 15%
General Fund Contingency reserve must be replenished annually.

Council Contingency / Appropriated / Unassigned: This Contingency will be created annually for use by Mayor
and Council during the Council budget amendment process or during the year for initiatives identified.

Budget Stabilization Reserve / Not Appropriated / Assigned: This reserve may be created to offset operating
deficits that result from economic downturns and revenue reduction impacts from outside agency actions that can
create adverse service impacts, allowing time to reduce spending and/or find other ongoing revenue
opportunities. Council may add to the reserve from time to time but not draw from it for more than three
consecutive fiscal years.

Capital and Economic Development Reserves / Appropriated and/or Not Appropriated / Assigned: These
reserves may be created to fund economic development opportunities, planned new and redevelopment capital
projects and capital maintenance projects to sustain existing City infrastructure and minimize additional borrowing
to help manage tax rate impacts.

Personnel and Operating Reserves / Appropriated and/or Not Appropriated / Assigned: These reserves may be
created to fund specific operating expenditure areas that are susceptible to economic fluctuations and to fund
personnel costs that can be reasonably estimated and are short-term in nature.

Other Fund Reserve Policies

Other funds have been identified as needing reserves due to one or more of the following reasons: self-
supporting nature, the potential for unanticipated revenue or expense changes that can negatively affect
operations, to help maintain a stable fee structure, or to cover the potential of unanticipated events threatening
the public health, safety, or welfare. Reserves have been created in Enterprise Operating Funds (i.e., Water,
Wastewater, Solid Waste, and Airport), Highway User Revenue Fund (HURF), Self-Insurance Funds and
Replacement Funds (i.e., Vehicle and Technology).

Targeted reserves will be maintained as described below. A portion of the reserve will be appropriated annually
for each applicable fund to provide for unanticipated revenue shortfalls and/or unexpected expense increases in
the current year. Reserves should only be utilized after all other budget sources have been examined for
available funds. Should the minimum target level for any of the funds identified fall below its target, a plan will be
formulated to restore within the next year, but not to exceed a three year period.
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Water Operating Enterprise Fund accounts for specific services funded directly by fees and charges to City Water
customers. The fund is intended to be self-supporting and will maintain a minimum target reserve of 20% of
operating revenues. Other Water reserves may be created when deemed appropriate (i.e., fuel, utilities, lump
sum).

Wastewater Operating Enterprise Fund accounts for specific services funded directly by fees and charges to City
Wastewater customers. The fund is intended to be self-supporting and will maintain a minimum target reserve of
15% of operating revenues. Other Wastewater reserves may be created when deemed appropriate (i.e., fuel,
utilities, lump sum).

Solid Waste Operating Enterprise Fund accounts for specific services funded directly by fees and charges to City
Solid Waste customers. The fund is intended to be self-supporting and will maintain a minimum target reserve of
10% of operating revenues. Other Solid Waste reserves may be created when deemed appropriate (i.e., fuel,
utilities). A Landfill Post-Closure Compliance Reserve will also be maintained as required by State and Federal
law.

Airport Operating Enterprise Fund accounts for specific services funded directly by fees and charges to City
Airport customers. The fund is not currently intended to be self-supporting, and depends on General Fund to fund
a portion of operating and capital costs; therefore a minimum target reserve is not a reasonable expectation until
the Airport is determined as self-sustainable by Council.

Highway User Revenue Fund (HURF) accounts for Highway Users Tax received and spent on street and highway
maintenance and construction projects. The fund will maintain a minimum target reserve of 15% of operating
revenues. Other HURF reserves may be created when deemed appropriate (i.e., fuel, utilities).

Self-Insurance Funds - Insured Liability Fund (Risk) reserve will be maintained at a level, together with purchased
umbrella insurance policies, that will adequately indemnify the City’s property and liability risk. A qualified
actuarial firm shall be retained on an annual basis in order to recommend an appropriate reserve level.

Health Benefits Trust and Workers Compensation and Employee Liability Trust Self-Insurance Funds reserves
are maintained based on the Trust documents approved by Council. Qualified actuarial firms shall be retained on
an annual basis in order to recommend appropriate funding levels.

The contributions to Self-Insurance Funds (i.e., Insured and Uninsured Liability Funds, Workers Compensation
and Employee Liability Trust Fund, Health Benefits Trust Fund, Short-Term Disability Fund and Dental Fund) will
be reassessed annually and incorporated into the budget process, in order to ensure that the targeted goal is met
in a manner that is balanced with other budget priorities.

Vehicle Replacement Fund will maintain a minimum target reserve of 10% of the total City fleet replacement
value. A fleet management vehicle replacement plan will be reviewed annually by the Fleet Advisory Committee
to ensure systematic replacement of vehicles based on a combination of miles driven, repairs and maintenance
schedules, and years of service.

Technology Replacement Fund will maintain a minimum target reserve of 10% of the total City technology asset
replacement value.

4. Debt Management Policy

The purpose of the Debt Management Policy is to provide guidelines for the issuance of bonds and other forms of
indebtedness to finance necessary land acquisitions, capital construction, equipment, and other items for the City,
as well as guidelines for monitoring outstanding debt. This policy will assist the City in determining appropriate
uses of debt financing, establish certain debt management goals, and assist the City in maintaining, and if
possible, improving its current credit ratings, while assuming a prudent level of financial risk and preserving the
City's flexibility to finance future capital programs and requirements.
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Scope

This policy shall govern, except as otherwise covered by federal and state regulations, City Charter, and City
Code, the issuance and management of all debt and lease financings funded in the capital markets. While
adherence to this policy is desired, changes in the capital markets as well as unforeseen circumstances may from
time to time produce situations that are not covered by the policy and may require modifications or exceptions to
achieve City goals. The City's Debt Management Policy shall be reviewed annually.

Debt Issuance Process

Assessing Financing Needs for Capital Programs: The determination of how much indebtedness the City can
afford begins by assessing the sufficiency of future revenues to fund the 10-year Capital Improvement Program
(CIP). Factors such as debt service coverage requirements outlined in the bond indentures, the impact on
businesses and citizens, tax rates, user fees, voter authorization, and any impact on the bond ratings will be
carefully considered.

Approval of Issuance: The bond sale amount will be determined based on financial cash flow projections, will
comply with federal, state, and local legal requirements, and will obtain issuance approval from City Council.

Method of Sale: Three methods of sale for issuing debt obligations will be considered; competitive sale,
negotiated sale, and private placement. Each type of bond sale has the potential to provide the lowest cost given
the right market conditions. The method of sale that is most advantageous to the City will be determined under
consultation with the City’s Financial Advisor.

Financial Service Providers: The City's Management Services Director shall be responsible for establishing a
solicitation and selection process that complies with City Code requirements for securing professional services
(i.e., bond counsel, financial advisor, arbitrage compliance specialist, underwriters) that are required to develop
and implement the City's debt program.

Credit Ratings: Staff will assess the importance of credit ratings for each new debt. If credit ratings are to be
obtained, the goal will be to maintain or improve ratings from all 3 rating agencies.

Limitations on City Indebtedness

Debt Coverage Goals: Utility rates will be set, as a minimum, to ensure the rates of revenue to debt service meet
bond indenture requirements of 1.2 times coverage (ongoing system revenues will cover ongoing debt at 120%)
to comply with existing Water/Wastewater Revenue Debt Covenants. The goal will be from 1.5 to 2 times
coverage to allow for fluctuations in revenue collection and to achieve the highest credit rating when bonds are
sold. Excise Tax revenue will be greater than 3 times (the goal will be over 5 times) the amount of debt service
outstanding to meet Excise Tax Revenue Obligations debt coverage requirements.

Target Limitation on General Obligation (GO) Debt: State Statutes limit the amount of GO debt that a municipality
can have outstanding. In general, the City's outstanding GO debt for the water, wastewater, parks, public safety,
transportation, and street lighting programs is limited to 20% of the City's net assessed Limited Property Valuation
(LPV) and for all other programs the amount of outstanding GO debt is limited to 6% of the City's LPV. Other
factors, such as providing capacity for future programs will also be taken into consideration.

Target Limitations on the Issuance of Revenue/Excise Tax Secured Debt Obligations: The City shall seek to
finance the capital needs of its revenue producing enterprise activities through the issuance of revenue secured
or excise tax secured debt obligations. Prior to issuing revenue-secured debt obligations, financial plans will be
updated and reviewed to determine required rates and charges needed to support the planned financing, and the
impact on rate payers and other affected parties. The amount of revenue-secured debt obligations issued by the
City will be limited by the feasibility of the overall financing. Revenue-secured debt levels shall be limited by
coverage and parity covenants and potential credit rating impacts.
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Target Limitation on Lease-Purchase Financing: The City may enter into short-term lease-purchase obligations to
finance the acquisition of capital equipment with estimated useful lives of less than seven years. Repayment of
these lease-purchase obligations shall occur over a period not to exceed the useful life of the underlying asset.
The Management Services Department shall be responsible for developing procedures for use by City
departments interested in participating in the lease-purchase program, and for setting repayment terms and
amortization schedules, in consultation with participating departments.

Improvement District Debt: The City may issue Improvement District debt only when there is a general City
benefit. Improvement Districts are generally formed only by property owners in a designated area within the City
in which they agree to be assessed for the repayment of the costs of constructing improvements that benefit the
owner’s property. Improvement District debt is secured by a lien on the property and improvements of all parcels
within each district. Each Improvement District financing must be closely evaluated since it is also secured by the
General fund and is viewed by the credit rating agencies as an indirect debt of the City.

Variable Rate Debt: The City shall not issue Variable Rate Debt.

Voter Authorized Debt

Voter authorized debt shall be used, but non-voter authorized debt (i.e., Municipal Property Corporation (MPC),
Excise Tax Revenue Obligations (ETROs)) may be used when dedicated revenue sources (i.e., Water and
Wastewater user fees) other than secondary property taxes can be identified to pay debt service expenses and
the following conditions are considered:

a. A project requires additional funds over and above what is available from other sources and meets the
City’s goals and objectives.

b. Emergency situations, such as an unfunded mandate or circumstance affecting the public health and
welfare.

c. The project will generate a positive net revenue position (i.e., revenues will exceed the cost of financing).

Debt Management Process

Debt Service Structure: The Management Services Director will carefully consider the debt service structure for
each bond issue. Factors such as the flow of revenues available for a particular credit, the need to fill in gaps
created by refunding specific principal maturities or to structure savings from a refunding in a particular year will
be considered. Accelerated repayment may be considered within the bonding capacity constraints to provide
capacity for future capital programs. Bonds will be amortized over a period of time not to exceed the useful life of
the assets being financed.

Maturity: The final maturity of a bond sale shall be equal to or less than the remaining useful life of the assets
being financed, and the average life of the financing shall not exceed 120% of the average useful life of the assets
being financed.

Investment of Bond Proceeds: The City shall comply with all applicable federal, state, and indenture restrictions,
if any, regarding the use and investment of bond proceeds. This includes compliance with any restrictions on the
types of investment securities allowed, restrictions on the allowable yield of invested funds, as well as restrictions
on the time period over which some bond proceeds may be invested. The Management Services Director, or
his/her designee, will direct the investment of bond proceeds in accordance with the permitted investments for
each particular bond issue. Investments such as guaranteed investment contracts may be considered when their
use is in the best interest of the City and will be selected on a competitive basis.

Refunding Bonds: Refunding bonds are issued to retire all or a portion of an outstanding bond issue. Most
typically this is done to refinance at a lower interest rate to reduce debt service. Alternatively, some refundings
are executed for reasons other than to achieve cost savings, such as to restructure the repayment schedule of the
debt, to change the type of debt instruments being used, or to retire an indenture in order to remove undesirable
covenants. A present value analysis must be prepared that identifies the economic effects of any potential
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refunding. For refunding transactions solely undertaken to achieve cost savings, the target savings amount shall
be measured using the present value savings as percentage of par method. The target present value savings
from any particular refunding candidate shall generally be at least 3% of the refunded par amount net of all
transaction expenses and in excess of $1,000,000. The Management Services Director shall have discretion in
making the final determination to include individual refunding candidates that are slightly below the target in order
to optimize the City's financial objectives.

Arbitrage Rebate: The City shall comply with all arbitrage rebate requirements as established by the Internal
Revenue Service (IRS) and establish a system of record keeping and reporting to meet the arbitrage rebate
compliance requirements of the federal tax code. This effort shall include tracking project expenditures financed
with bond proceeds, tracking investment earnings on bond proceeds, calculating rebate payments in compliance
with tax law, and remitting any rebatable earnings to the federal government in a timely manner in order to
preserve the tax exempt status of the City’s outstanding tax-exempt debt issues. Arbitrage service providers may
be used to assist the City with complying with arbitrage regulations.

Issuance & Post-Issuance Compliance Procedures: Adopted procedures for tax-exempt bonds shall be followed.
Staff will work closely with the City’s Bond Counsel, Financial Advisor, and Arbitrage Compliance Specialist to
ensure tax exempt bonds remain in compliance with federal tax requirements from the time they are issued until
they are no longer outstanding.

Continuing Disclosure Undertaking (CDU): The City will comply with the requirements of Rule 15c2-12 of the
Securities and Exchange Commission (SEC), when applicable. The Management Services Director, or his/her
designee, will be responsible for filing the annual requirements and any Material Event Notices with Electronic
Municipal Market Access (EMMA) as required by each outstanding CDU Certification.

Declaration of Official Intent: In order to ensure debt can be issued to reimburse the City for project expenses
prior to issuing debt, a Declaration of Official Intent (under Treasury Regulation Section 1.150-2) must be
completed annually and filed with the City Clerk. The Declaration shall list all projects for the upcoming fiscal
year. This will allow the City to reimburse certain capital expenses with the proceeds from tax-exempt
reimbursement bonds, should such bonds be sold in the upcoming fiscal year.

5. Long-Range Financial Planning Policy
The purpose of the Long-Range Financial Planning Policy is to establish a consistent practice for financial
planning that result in stable tax rates and services to the community over a multi-year period.

Timing and Scope: In preparation for both the Capital Improvement Program and the Annual Budget, long-term
financial forecasting models will be updated to analyze the impact of budget decisions on the City’'s future
financial condition.

The financial plans will forecast revenues, expenditures, debt, long-term liabilities, reserve levels when applicable,
and financial position for ten years into the future for the General Fund, Enterprise Funds, Capital and Operating
Funds.

Principles: The financial plans will start with a baseline assumption that current service levels will be maintained
and include meaningful analysis of ongoing and one-time trends and conditions to allow consideration of long-
term financial implications of current spending patterns.

If future issues are identified through long-term financial planning, possible solutions should be identified and

discussed, with the ultimate goal of structurally balanced plans (ongoing revenues support ongoing expenditures)
that supports fiscal sustainability for many years into the future.
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6. Grant Management Policy

The purpose of the Grant Management Policy is to ensure grant oversight to support creativity and innovation in
identifying and addressing existing and desired City program or partnership needs that cannot be resolved with
existing resources, but may be suitable areas for seeking grant funds. The policy sets standards for the
consistent acquisition and administration of grants and applies to all grants provided to or facilitated by City
departments (federal, state, county, local, corporate, Indian community, and private foundation). Grant support is
encouraged unless the prospective grant conflicts with the City’s strategic goals, generates more cost than
benefit, or restricts the mission of the City.

Grant Identification, Evaluation and Application

Once potential grants have been identified and prior to the submittal of a grant application to an agency or
acceptance of funds from an organization, the Department should give consideration as to whether the grant is
consistent with the City's Strategic and Department Goals, and a funding evaluation should be completed to
determine the effect of the grant on the current and future City resources or operations. Factors to consider are:

a. Available funding for required grant matches (i.e., the City’s portion of project costs or in-kind costs)

b. Current and future year(s) budget implications (i.e., added positions, equipment)

c. Capacity and experience of the Department and staff to effectively administer and implement all aspects
of the grant.

Grant Approval, Administration, and Operational Oversight

To ensure transparent management of grants, grants valued with City resource commitments that exceed
$30,000, or any amount if required by law or the grant agreement, require City Council approval prior to
acceptance of funds or upon submittal if award signifies acceptance. Grants do not require City Council approval
if governed by another authority (i.e., Public Housing Authority Commission). Transportation capital grants that
require a rapid response to prevent forfeiting the grant may be approved by the City Manager or designee, prior to
Council approval of capital project funded by said grant. The City Council item should include the grant's
purpose, term and amount, as well as current and future year budget or operational implications, during and after
the grant is completed. City Manager or designee are authorized to approve and execute documents related to
grants with a gross value of $30,000 or less, unless the grant agreement specifically requires City Council
approval.

If an approved grant requires an ongoing General Fund commitment from the City, it will be incorporated into the
forecast to ensure expenditures can be supported when the grant expires. If the position funding is only for the
life of the grant, the expenditures shall be budgeted from one-time funding.

The City of Chandler’s City Code and Administrative Regulations related to procurement shall be utilized for the
purchase of materials, services, and construction with grant funds, in conjunction with any procurement
requirements stipulated in the grant requirements.

The City’'s Grant Committee shall be made up of Department Grant Liaisons, and will provide grant management
guidance and oversight to ensure adherence to the Grant Management Policy. The Committee will serve as a
central source for cross-departmental communications regarding the pursuit of grants and effective application of
administrative procedures.

Department Directors shall ensure compliance with all grant requirements through ongoing administrative and
operational support (i.e., trained staff resources, financial and/or program reporting, subcontractor monitoring of
activities and/or performance, pass-thru monitoring, audit compliance by grantor and/or by external auditors,
record retention, and any additional requirements detailed in the Grant award documentation such as federal
circulars related to federal grants).
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7. Investment Policy

The purpose of the Investment Policy is to ensure investment of cash funds will be maintained in accordance with
City Charter and State Statutes by defining the parameters within which public funds are to be managed. In
methods, procedures and practices, the policy formalizes the framework for the City’s investment activities that
must be exercised to ensure effective and judicious fiscal and investment management of the City's funds. The
guidelines are intended to be broad enough to allow the Management Services Director to function properly within
the parameters of responsibility and authority, yet specific enough to adequately safeguard the investment assets.

Scope

This investment policy applies to all monies invested by the City pursuant to Section 3-2 of the City Code, and
applies to those investments authorized by the Code and Arizona Revised Statute 35-323. Bond proceeds are
governed by specific indentures and are excluded from the scope of this Policy.

Objectives

The primary objectives, in order of priority, of the City’s investment activities shall be:
a. Safety- Safety of principal is the foremost objective of the investment programs. Investments shall be
undertaken in a manner that seeks to ensure preservation of principal in the overall portfolio.
b. Liquidity- The investments will remain sufficiently liquid to meet all operating requirements that might be
reasonably anticipated.
c. Return on Investment- The investment pools and funds shall be managed with the objective of attaining
the maximum rate of return given the constraints of the aforementioned safety and liquidity objectives.

Standards of Care

Prudence: The standard of prudence to be used by investment officials shall be the “prudent person” standard
and shall be applied in the context of managing an overall portfolio. Management Services Director and
designees acting in accordance with procedures and this investment policy and exercising due diligence shall be
relieved of personal liability for an individual security’s credit risk or market price changes, provided deviations
from expectations are reported in a timely fashion and appropriate action is taken to control adverse
developments.

The “prudent person” standard states that, “Investments shall be made with judgment and care, under
circumstances then prevailing, which persons of prudence, discretion and intelligence exercise in the
management of their own affairs, not for speculation, but for investment, considering the probable safety of their
capital as well as the probably income to be derived.”

Ethics and Conflicts of Interest: Employees involved in the investment process shall refrain from personal
business activity that could conflict with proper execution of the investment program, or which could impair their
ability to make impartial investment decisions. Employees and investment officials shall disclose any material
interests in financial institutions with which they conduct business. Disclosure shall be made to the governing
body. They shall further disclose any personal financial/investment positions that could be related to the
performance of the investment portfolio. Employees and officers shall refrain from undertaking any personal
investment transactions with the same individual with whom business is conducted on behalf of the City.

Deleqgation of Authority and Responsibilities: Responsibility for the operation of the investment program is hereby
delegated to the Management Services Director who shall act in accordance with established procedures and
internal controls for the operation of the investment program consistent with this Investment Policy. All
participants in the investment process shall seek to act responsibly as custodians of the public trust. No officer or
designee may engage in an investment transaction except as provided under the terms of this policy and
supporting procedures.

The City may engage the services of an external investment manager to assist in the management of the City’s
investment portfolio in a manner consistent with the City’s objectives. Such external managers may be granted
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discretion to purchase and sell investment securities in accordance with this Investment Policy. Such managers
must be registered under the Investment Advisers Act of 1940.

Permitted Investment Instruments
The City shall invest and reinvest City monies as provided in statute and City Code in any of the following items.
Obligations issued or guaranteed by the full faith and credit of the United States of America.

Obligations issued or guaranteed by the United States or any of the senior debt of its agencies, sponsored
agencies, corporations, sponsored corporations, or instrumentalities.

Bonds or other evidences of indebtedness of this state or any of the counties or incorporated cities, towns or duly
organized school districts which carry as a minimum AA rating or its equivalent by an nationally recognized
statistical ratings organization (NRSRO).

Commercial paper of prime quality that is rated within the top two ratings by a NRSRO. All commercial paper
must be issued by a corporation organized and doing business in the United States. The portfolio is limited to a
maximum 30% allocation in the commercial paper sector.

Bonds, notes or evidences of indebtedness of any county, municipal district, municipal utility or special taxing
district of any state that are payable from revenues, earnings or a special tax specifically pledged for the payment
of the principal and interest on the obligations, and for the payment of which a lawful sinking fund or reserve fund
has been established and is being maintained, but only if no default in payment on principal or interest on the
obligations to be purchased has occurred within five years of the date of the investment, or, if such obligations
were issued less than five years before the date of investment, no default in payment of principal or interest has
occurred on the obligations to be purchased nor any other obligations of the issuer within five years of the
investment.

Bonds, notes or evidences of indebtedness issued by any county improvement district or municipal improvement
district of any state to finance local improvements authorized by law, if the principal and interest of the obligations
are payable from assessments on real property within the improvement district. An investment shall not be made
if:

a. The face value of all such obligations, and similar obligations outstanding, exceeds fifty percent of the
market value of the real property, and if improvements on which the bonds or the assessments for the
payment of principal and interest on the bonds are liens inferior only to the liens for general ad valorem
taxes.

b. A default in payment of principal or interest on the obligations to be purchased has occurred within five
years of the date of investment, or, if the obligations were issued less than five years before the date of
investment, a default in the payment of principal or interest has occurred on the obligations to be
purchased or on any other obligation of the issuer within five years of the investment.

Negotiable or brokered certificates of deposit (CD) issued by a nationally or state chartered bank or savings and
loan association. CD issuers must have a short-term rating of Al or its equivalent by a NRSRO. The portfolio is
limited to a maximum 30% allocation in the negotiable CD sector.

Certificates of deposit in eligible depositories.

Deposits in one or more federally insured banks or savings and loan associations placed in accordance with the
procedures prescribed in section 35-323.01.

Interest bearing savings accounts in banks and savings and loan institutions doing business in this state whose
accounts are insured by federal deposit insurance for their industry, but only if deposits in excess of the insured
amount are secured by the eligible depository to the same extent and in the same manner as required under this
article.
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Bonds, debentures, notes, or other evidences of indebtedness that are denominated in United States dollars and
that carry at a minimum an “A” or better rating, at the time of purchase, from at least two nationally recognized
rating agencies and may be issued by corporations that are organized and doing business in the United States.
The portfolio is limited to a maximum 30% allocation in the medium-term corporate note sector.

Participation in the Local Government Investment Pool (LGIP) established pursuant to Section 35-326, Arizona
Revised Statutes and operated by the State Treasurer whose portfolio is consistent with this policy.

Securities of or any other interests in any open-end or closed-end management type investment company or
investment trust, including exchange traded funds whose underlying investments are invested in securities
allowed by state law, registered under the Investment Company Act of 1940, as amended.

Investment Parameters

Diversification: It is the policy of the City to diversify the investment portfolio so as to protect City monies from
material losses due to over-concentration of assets in a specific maturity, a specific issuer, a specific geographical
distribution, or a specific class of securities. No more than five percent (5%) of market value of the portfolio shall
be invested in securities issued by a single corporation and its subsidiaries/affiliates or municipality. Securities
issued by the federal government or its agencies, sponsored agencies, corporations, sponsored corporations, or
instrumentalities are exempted from this provision. Portfolio percentage is calculated at the time of purchase.

Maximum Maturities: To the extent possible, the City shall attempt to match its investments with anticipated cash
flow requirements. The City will not directly invest in securities maturing more than five (5) years from the date of
purchase.

Because of inherent difficulties in accurately forecasting cash flow requirements, a portion of the portfolio should
be continuously invested in readily available funds such as LGIP or money market funds to ensure that
appropriate liquidity is maintained to meet ongoing obligations.

Portfolio Management

Following the primary objective of preservation of capital, investments shall be managed to take advantage of
market opportunities. In so doing, negotiable securities may be sold prior to their maturity to provide liquid funds
as needed for cash flow purposes to enhance portfolio returns, or to restructure maturities to increase yield and/or
decrease risk.

Purchases and Sales of Securities

All trades shall be executed with the objective of realizing the best bid or offer price available. It is the
responsibility of the investment personnel and external investment advisors to know the “market price” or relative
value of all securities before trades are executed. The method used by the investment personnel and investment
advisors shall be the one that will obtain the best execution price or value given the objective of the transaction. A
minimum of three (3) bids will be solicited for all transactions.

Authorized Financial Institutions

A list will be maintained of financial institutions and depositories authorized to provide investment services. In
addition, a list will be maintained of approved security broker/dealers selected by conducting a process of due
diligence. This may include ‘primary’ dealers or regional dealers that qualify under Securities and Exchange
Commission (SEC) Rule 15C3-1 (uniform net capital rule).

All broker/dealers who desire to become qualified for investment transactions must supply the following (as

appropriate):
a. Audited financial statements demonstrating compliance with state and federal capital adequacy
guidelines

b. Proof of FINRA certification
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c. Proof of state registration

d. Completed broker/dealer questionnaire (not applicable to Certificate of Deposit counterparties)

e. Certification of having read and understood and agreeing to comply with the City’s Investment Policy.
f.  Evidence of adequate insurance coverage.

All financial institutions who desire to become depositories must supply the following (as appropriate):
a. Audited financial statements demonstrating compliance with state and federal capital adequacy
guidelines
b. Proof of state registration
c. Evidence of adequate insurance coverage

A periodic review of the financial condition and registration of all qualified financial institutions and broker/dealers
will be conducted.

If the City utilizes an external investment advisor, the advisor may be authorized to transact with its own Approved
Broker/Dealer List on behalf of the City. In the event that the investment advisor utilizes its own Broker/Dealer
List, the advisor will perform due diligence for the brokers/dealers on its Approved List. Upon request, the advisor
will provide the City their Approved Broker/Dealer List.

Safekeeping and Custody

All security transactions, including collateral for repurchase agreements, entered into by the City shall be
conducted on a delivery versus payment basis. Securities shall be held by the City or an independent third-party
safekeeping institution designated by the City and evidenced by safekeeping receipts in the City's name. The
safekeeping institution shall annually provide a copy of its most recent report on internal controls — Service
Organization Control Reports (formerly 70, or SAS 70) prepared in accordance with the Statement on Standards
for Attestation Engagements (SSAE) No. 16.

Performance Evaluation and Reporting

Investment performance shall be continually monitored and evaluated by the City's Management Services
Director. Investment performance statistics and activity reports shall be generated by the Accounting Division and
will provide summary reports on a monthly basis for the Management Services Director, and for the annual
financial report.

Monthly Performance Analysis: On a monthly basis the following information, at a minimum, will be provided to
the Management Services Director:

a) The portfolio duration and portfolio yield to maturity at the end of the current period.

b) The periodic realized return. Realized return is defined as the sum of the portfolio interest earnings plus
amortization/accretion plus realized gains minus fees divided by the average portfolio value during the period.

c) The periodic total return. Total return is defined as the sum of all investment income plus changes in the
capital value of the portfolio.

d) Year to date portfolio interest earnings plus amortization/accretion for the current year compared with the
corresponding portion of the prior year, and cumulative unrealized gains on the portfolio.

Approval

Any deviation from the preceding policy shall require the prior specific written authority of the City Council. The
Policy shall be reviewed on an annual basis.

Definitions

Agency — A debt security issued by a government-sponsored enterprise (GSE). While not explicitly guaranteed
by the government, GSEs are generally traded with an “implied” guarantee. An example of a GSE is the Federal
National Mortgage Association (FNMA).
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Commercial Paper — An unsecured short-term promissory note issued by corporations, with maturities ranging
from 2 to 270 days.

Credit Quality — The measurement of the financial strength of a bond issuer. This measurement helps an
investor to understand an issuer’'s ability to make timely interest payments and repay the loan principal upon
maturity. Generally, the higher the credit quality of a bond issuer, the lower the interest rate paid by the issuer
because the risk of default is lower. Credit quality ratings are provided by nationally recognized rating agencies.

Credit Ratings Scales — Credit quality comparison of short term and long term ratings are as follows:

Rating Standard & Poor’s Moody's Fitch
Short Term A-1+ A-1 P-1 F-1+ F-1
Long Term AAA -A- A+-A- Aaa-A3 AAA-A- A+-A-

Current Yield Current Return — A vyield calculation determined by dividing the annual interest received on a
security by the current market price of that security.

Delivery Versus Payment (DVP) — A type of securities transaction in which the purchaser pays for the securities
when they are delivered to the purchaser or the custodian.

Discount — The amount by which the par value of a security exceeds the price paid for the security.

Diversification — A process of investing assets among a range of security types by sector, maturity, and quality
rating.

Duration — A measure of the timing of the cash flows, such as the interest payments and the principal repayment,
to be received from a given fixed-income security.

Fair Value — The amount at which an investment could be exchanged in a current transaction between willing
parties, other than in a forced or liquidation sale.

Government Securities — An obligation of the U.S. government, backed by the full faith and credit of the
government. These securities are regarded as the highest quality of investment securities available in the U.S.
securities market. See “Treasury Bills, Notes, and Bonds.”

Investment Policy — A concise and clear statement of the objectives and parameters formulated by an investor
or investment manager for a portfolio of investment securities.

Local Government Investment Pool (LGIP) — An investment by local governments in which their money is
pooled as a method for managing local funds.

Par — Face value or principal value of a bond, typically $1,000 per bond.
Premium — The amount by which the price paid for a security exceeds the security’s par value.

Principal — The face value or par value of a debt instrument. Also may refer to the amount of capital invested in
a given security.

Prudent Person Rule — An investment standard outlining the fiduciary responsibilities of public funds investors
relating to investment practices.

Total Return — The sum of the portfolio interest earnings plus amortization/accretion plus realized gains plus
unrealized gains minus fees divided by the average portfolio value during the period.

Treasury Bills — Short-term U.S. government non-interest bearing debt securities with maturities of no longer
than one year and issued in minimum denominations of $10,000.
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Treasury Notes — Intermediate U.S. government debt securities with maturities of one to ten years and issued in
denominations ranging from $1,000 to $1 million or more.

Treasury Bonds — Long-term U.S. government debt securities with maturities of ten years or longer and issued in
minimum denominations of $1,000.

Yield — The current rate of return on an investment security generally expressed as a percentage of the security’s
current price.

8. Accounting, Auditing, and Financial Reporting Policy
The purpose of this Accounting, Auditing, and Financial Reporting Policy is to set guidelines on how the City will
account for its financial resources and be accountable for making financial information available to the public.

Accounting and Internal Control

The City’s accounting and financial reporting systems will be maintained in conformance with Generally Accepted
Accounting Principles (GAAP), standards of the Governmental Accounting Standards Board (GASB), and the
Government Finance Officers Association (GFOA).

Financial systems will be maintained to monitor operating and capital revenues, expenditures, and program
performance on an ongoing basis.

The City will maintain a system of internal control to safeguard its assets against loss, check the accuracy and
reliability of its accounting data, promote operational efficiency, and encourage adherence to prescribed
managerial policies.

Independent Audit

An annual audit (Section 5.10, City of Chandler Charter) of the City will be performed by an independent public
accounting firm with an audit opinion to be included in the City’s published Comprehensive Annual Financial
Report (CAFR). An electronic copy of the CAFR will be posted online in compliance with State statues. Annual
audits will also be performed by an independent public accounting firm for the Health Care Benefits Self-
Insurance Trust Fund (City Code, Section 2-15.1(d)) and the Workers Compensation and Employer Liability Self-
Insurance Trust Fund (City Code, Section 2-16.1(d)).

Financial Reporting

External Financial Reporting: As an additional independent confirmation of the quality of the City’s financial
reporting, the City will annually seek to obtain the GFOA Certification of Achievement for Excellence in Financial
Reporting. The CAFR, in conformity with GAAP, will be presented in a way designed to effectively communicate
with citizens about the financial affairs of the City.

As an additional independent confirmation of the quality of the City’s budget document, the City will annually seek
to obtain the GFOA Distinguished Budget Presentation Award. The budget will satisfy criteria as a financial and
programmatic policy document, a comprehensive financial plan, an operations guide for all organizational units,
and a communication device. The Adopted Budget and Auditor General Budget forms will be posted online in
compliance with State statues.

Internal Financial Reporting: Monthly (General fund) and Quarterly (major funds) budget to actual financial
reports will be presented to the City Council throughout the Fiscal Year. Such reports will enable the City Council
to be constantly informed of the financial status of the City. These reports will be available online for viewing by
citizens as well.
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Highlights of the Fiscal Year (FY) 2017-18 Budget and
2018-2027 Capital Improvement Program (CIP) Calendar

Citizen Budget Survey

CIP Coordination Team Meetings

Department Decision Packages and Fee Change Requests — Reviewed,
Deliberated, and Prioritized

Council Workshop #1 — Preliminary 5-Year General Fund Forecast and CIP
Community Budget Meeting — “Budget Connect” — Web Meeting

CIP Coordination Team Recommendations to City Manager

Council Workshop #2 — Updated 5-Year General Fund Forecast and CIP
Departments Submit Proposed Budgets with Recommended Decision Packages
Distribute Proposed Budget and CIP Booklets to Council, City Manager’s Office
and Departments

All Day Budget and CIP Briefing with Council

Council Amendments due to Budget Office

Budget Amendments Introduced at City Council (Special Meeting)

Tentative Budget Adoption

Public Hearings: 2017-18 Budget and Property Tax Levy;

2018-2027 CIP

Final Budget and CIP Adoption

Property Tax Levy Adoption (must be a period of at least 14 days between
Final Adoption & Tax Levy Adoption)
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November 1, 2016 —
December 31, 2016

December 21, 2016 —
January 26, 2017

December 2, 2016 —

February 28, 2017

February 6, 2017

February 23, 2017

March 13, 2017

March 20, 2017

March 20, 2017

April 13, 2017

April 28, 2017

May 8, 2017

May 11, 2017

May 25, 2017

June 8, 2017

June 8, 2017

June 22, 2017
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Fiscal Year (FY) 2017-18 Budget Process Flowchart

Budget CIP
Establish Preliminary Budget Assumptions for Short and Long Term Revenues, Base Budgets,
September 2016 and Capital Funding
October Prepare/Evaluate Decision Packages Capital Improvement Program (CIP) Projects
Prepared by Departments
November
Citizen Budget Survey
December Decision Package Submitted to (mid-November through CIP Projects Submitted
Budget December) to Budget
January 2017
Meetings and Preparation of Preliminary CIP Coordination Team Meetings and
5-Year General Fund Forecast Recommendation to City Manager
February Council Budget Workshop #1 (During Council Retreat)
"Budget Connect" Interactive Public Budget Meeting
Updated 5-Year General Fund Ongoing Update CIP O&M Estimates for General Fund
Forecast Ongoing Forecast
March Council Budget Workshop #2
Base Budget Allocation Distributed/Proposed Finalize Proposed CIP Based on
Budget Entered Council Guidance
Aoril Proposed Budget Books and CIP Books Prepared
r
P City Council Budget/CIP Briefing
Council Admendments
May , ,
Adoption of Tentative Budget and CIP
Public Hearing - Final Budget, CIP, and Tax Levy
Adoption of Final Budget and CIP
June
v Adoption of Property Tax Levy

Shaded areas represent opportunities for public input in the budget process.
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Fiscal Year (FY) 2017-18 Budget Process Detail

The Annual Budget is developed to meet the needs and goals of the community, within the framework of Council
priorities, and legal requirements. The City Charter and State laws both have legal mandates for adoption of the
annual budget. The City Charter requires that the budget and Capital Improvement Program (CIP) be submitted
to the City Council on or before June 15 (Section 5.04, Chandler Charter). Under Arizona State Law, a Tentative
Budget must be adopted on or before the third Monday in July of each year. The property tax levy must be
adopted by the third Monday in August, and adoption of the Final Budget must be at least fourteen days before
adoption of the Tax Levy. Therefore, the deadline for final budget adoption becomes the second Monday in
August, although the City typically schedules adoption of the new budget in June.

The steps below summarize the sequencing of the steps in preparing the FY 2017-18 Annual Budget and
2018-2027 CIP. The calendar provided in this section includes dates which comply with the legal mandates of
the City and State.

Note that the term “City Manager” used below incorporates the City Manager, Assistant City Managers, and/or
other principal staff. Although the processes below imply a sequential order, many of the steps overlap in the
budget preparation timeline as shown on the flowchart.

1. Establish Preliminary Budget Assumptions — The 2017-18 budget process began in September 2016
with a review of recent revenue trends, followed by updated assumptions and forecasts for the largest
revenue sources and spending items. This included a request for departments to provide insight for the
projection of FY 2017-18 over FY 2016-17 revenues. Preliminary assumptions for major expenditure
impacts (retirement costs, health care costs, operating funds for new capital improvements, etc.) were
also developed.

2. Capital Improvement Program (CIP) — The CIP process began in November. The City Code mandates
that a five-year Capital Improvement Program (CIP) be developed each year; however, the City prepares
a ten-year CIP, which allows the Council to identify and prioritize the City’s infrastructure needs and
available resources over the extended period. If a capital project results in the need for additional
personnel, utilities, maintenance, supplies, equipment or other ongoing costs, those must be included with
the request. Budget staff reviews all of the CIP project requests, performing a detailed analysis to ensure
accuracy regarding project descriptions, funding sources, and operational and maintenance (O&M) costs
in preparation for CIP Coordination Team meetings in December through February. The CIP Coordination
Team is comprised of Department Directors and key staff members from all CIP Departments.

3. The Decision Package Process (New Funding Requests) — In December, Departments prepared and
submitted recommendations for new program funding, for O&M costs associated with the capital projects
in the CIP, or for other operating and maintenance budget needs. The Budget Division reviewed and
provided the City Manager with a compilation of all Decision Package requests. The City Manager
reviewed all requests and met with the Department Directors to discuss their recommendations and to
address any issues or concerns.

4. Preliminary 5-Year General Fund Forecast — In December and January, the Management Services
Director and Budget Manager prepared the Preliminary 5-Year General Fund Forecast using national,
state and local economic indicators, as well as specific knowledge of Chandler to prepare the preliminary
revenue and expenditure projections. A five-year projection of the general fund was prepared, separating
one-time versus ongoing revenue and expenditures. This analysis determined the amount of funds
available for the next five years and was used to build the General Fund budget.

5. Citizen Budget Survey — From mid-November through December, the Budget Division conducted an
online Citizen Budget Survey. The survey was comprised of: General Demographics, Satisfaction with
City Government, City Success in meeting Strategic Goals, and five focus areas (Transportation, Public
Safety, Leisure/Culture/Education, City Utilities, and General Services). The survey results showed that
Chandler citizens believe that City leadership is doing a good job managing the City and that the City
Council’'s budget priorities are in line with citizen priorities and expectations. The results were shared with
the City Council and were posted to the City’s website; moreover, this public input helped form the
FY 2017-18 Budget and the 2018-2027 CIP.
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6. Council Budget Workshops — In preparation of the Fiscal Year (FY) 2017-18 Budget and the 2018-2027

10.

11.

12.

13.

14.

15.

16.

Capital Improvement Program (CIP), two Council budget work sessions were held (February and March)
with Council to update them on revenue projections, property valuation changes, preliminary CIP projects
and funding. Council provided guidance on issues such as property tax rate changes and approval of the
ongoing and one-time General Fund forecast.

“Budget Connect” Interactive Public Budget Meeting — In February, citizens participated in a “virtual”
public budget discussion called “Budget Connect.” This meeting was used to increase public awareness
and involvement in the budget process by broadcasting the meeting on Local Cable Channel 11 and over
the internet. This forum provided citizens the opportunity to either attend in person or to participate from
home by sending their questions by email, instant message, or through social media networks.

Updated 5-Year General Fund Ongoing and One-Time Forecast — The General Fund revenues and
expenditures were continuously monitored and reviewed, with the “Revised” forecast prepared in
February. Even with an improving forecast, it is imperative that Council be frequently updated on the
status of the General Fund Forecast so that they may make the most informed decisions possible. Staff
provided a more current forecast to Council midway through the budget process by using updated
revenue estimates from Departments, updated personnel estimates and the most up to date economic
indicators.

Departmental Budget Allocation/Proposed Budget — In March, the CIP and Budget review was
completed. Departments received natification of their base budgets, including one-time and ongoing
adjustments. Departments (or, in some cases the Budget staff) then distributed their budget allocations
using the budget module. The results became the Proposed Budget that was later submitted to Council.

Proposed Budget/CIP Booklet Development — In April, the Budget Office prepared reports showing
prior year actuals, current year budget, year-end estimated expenditures, and the Proposed Budget at the
cost center and Department levels. Departments submitted narrative descriptions of significant budget
and staffing changes to assist Council members and citizens with understanding where and why the City
Budget was changing. Also included were cost center goals, objectives, and performance measurements
with an emphasis on showing the effectiveness or quality of services provided. In addition to Department
booklets, an Executive Summary booklet and Budget Highlights booklet were published to identify major
issues and recommendations as well as budget policies, and a Resources booklet was published to
identify the key revenues and other information related to funding sources.

City Council Budget/CIP Briefing — In late April, the City Manager introduced the budget and CIP to the
Council for discussion and summarized the major issues affecting the budget at an all-day Council Budget
Briefing. Department Directors or Division Managers presented their Proposed Budgets, highlighting
significant changes affecting the ensuing fiscal year. CIP projects were also presented, along with
associated operational/maintenance costs. The Council Budget Briefing was open to the public.

Council Amendments — In mid-May, proposed amendments were solicited from Council members and
presented at a special meeting. Each proposed change was voted on by the Council, and the Proposed
Budget was modified to reflect any approved amendments prior to presenting the Tentative Budget to
Council for adoption.

Tentative Budget Adoption — The Tentative Budget was adopted by resolution in late May, which set the
expenditure limitation for the City budget. No additional amendments were made.

Public Hearing - Final Budget, CIP and Proposed Tax Levy — In June, a public hearing was held during
which the public was invited to comment on the Budget, CIP and Proposed Tax Levy.

Final Budget and CIP Adoption — Following the public hearing, the FY 2017-18 Budget and 2018-2027
CIP were adopted by Council.

Adoption of Property Tax Levy — The formal public hearing for the property tax levy was combined with
the public hearing for the adoption of the budget (see above). The adoption of the Property Tax Levy was
14 days after the public hearing on the tax levy as required by state law.
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Major Budget/Financial Issues

The City of Chandler has experienced slow but steady growth in revenue collections since the recession due to
local consumer confidence and a steady stream of new development activity. This growth, coupled with our long
history of adhering to policies promoting financial sustainability, has allowed the City to fund existing service
levels as well as enhance or expand services. Although general economic conditions have improved, the City is
operating in a more constrained financial environment than in pre-recession years, continuing to look for
efficiencies to manage expenditure growth. As a result, the budget process will continue to be conservative,
flexible, and realistic to meet the City’s ultimate objective of providing quality services in a cost-effective manner
to our citizens now and in the future.

As Chandler looks to its long term growth, the City is projected to reach 95% residential build-out by 2026, with
commercial build-out projected to occur by 2035. Employment build-out is projected between 2030 and 2040.
These timelines play a role in future budget considerations; particularly in the capital programs, debt service
planning, and State-shared revenues. Also, the City Council has established several strategic goals for the City:
Being the Most Connected City; Being a Leader in Transparency; Maintaining Fiscal Sustainability; Attracting a
Range of Private Sector Businesses; Fostering a Contemporary Culture to Capitalize on Diversity in the
Community; and Being Safe and Beautiful. They provide a future vision for the budget process as plans and
financial commitments are identified and weighed against these strategic goals.

As of January 1, 2017, the Arizona Department of Revenue (ADOR) began administering Transaction Privilege
Tax (TPT) “Sales Tax” collections and licensing for Chandler based on State law. The Tax and License and
Information Technology teams have spent many months preparing for the change to minimize impacts to
Chandler taxpayers. Efforts will continue during Fiscal Year (FY) 2017-18 to assist the State to support accurate
data, reporting, taxpayer services, and revenue stability. However, as a precaution against any unexpected
problems with the flow of revenues from the transition of TPT Administration from the City to ADOR, and any
other possible State legislative actions that could reduce City revenues, the $15 million Budget Stabilization
Reserve has been continued in the FY 2017-18 Budget as a designated reserve.

Additionally, retirement expenses continue to be a priority. Chandler's Public Safety Personnel Retirement
System (PSPRS) has experienced numerous legislative and administrative changes to ensure a sustainable
pension plan. Chandler reviewed the changes and Council has approved a plan to reduce Chandler’'s unfunded
liability. The FY 2017-18 Adopted Budget allocates $9.7 million in one-time funding to PSPRS towards the goal
of fully funding future retirement commitments for sworn City personnel, which is an increase of $4.0 million from
FY 2016-17.

One specific area of interest in the development of future budgets is the long-term viability of our enterprise fund
activities. Concerns include future infrastructure expansion for growth, replacing aging infrastructure, and
necessary changes in rate structures to meet operating, capital, and debt service needs.

Water, Wastewater, and Reclaimed Water: A Cost of Service Study (COS) was conducted during 2016.
Financial analysis identified the need for revenue increases for all three utilities to meet the rising costs of
operations, large capital projects that are necessary to support growth requirements, and replacement of aging
infrastructure. Rate increases were approved by Council for implementation on October 1, 2017. Increases vary
by customer category as determined by the COS.

Solid Waste: Due to the increases to the waste collection contracts, a rate increase of 6% was approved for
October 2017. Capital projects for Solid Waste are minimal, so the emphasis is on monitoring contracts for
probable future Consumer Price Index (CPI) and Fuel Index increases.

Airport: The Airport enterprise fund supports the day-to-day operations of the Airport, debt service, and grant-
match funding for capital projects. While the ultimate goal is for the Airport to be self-sufficient with revenues to
meet operating, capital, and debt service needs, it is anticipated that the Airport Operating Fund will require an
annual subsidy from the General Fund for the foreseeable future to offset capital maintenance shortfalls as
infrastructure ages.

54



City of Chandler
p 2017-18 Adopted Budget
e,

w Budget Polices, Process and Decisions
Chandler + Arizona

Where Values Make The Difference

Employee Compensation

There are four represented employee groups under the City’'s Meet and Confer Ordinance: Association of
Chandler Employees (ACE, representing clerical staff), Chandler Law Enforcement Association (CLEA,
representing Police Officers), Chandler Lieutenants and Sergeants Association (CLASA, representing Police
Sergeants), and the International Association of Firefighters (IAFF Local 493, representing Fire Captains, Fire
Engineers, and Firefighters).  Unrepresented employees include: confidential and professional staff,
supervisors, mid-level managers, and directors (including the Police Chief and Fire Chief); Fire Battalion Chiefs
and Assistant Fire Chiefs; Police Lieutenants, Police Commanders, and Assistant Police Chiefs; City
Councilmembers; and contract employees, which include City Magistrates, Presiding City Magistrate, City
Attorney, City Clerk, and City Manager.

ACE: Under the provisions of a new contract effective July 1, 2017 through June 30, 2019, the City and ACE
agreed to a 0.75% salary adjustment beginning July 1, 2017, and a maximum 3.5% merit increase for eligible
employees during the year, as well as an increase in vacation payout option from 25 to 30 hours. For Fiscal
Year (FY) 2018-19, all ACE employees will receive a 0.75% salary adjustment effective July 1, 2018 and a
maximum 3.5% merit increase for eligible members.

CLEA and CLASA: Under the provisions of existing contracts effective July 1, 2016 through June 30, 2018, the
City, CLEA, and CLASA and agreed a maximum 5.0% merit increase for eligible members in FY 2016-17 and
FY 2017-18. CLEA and CLASA members received a market adjustment for FY 2016-17 and will receive a
market adjustment for FY 2017-18, if necessary, to maintain the City’s fourth place ranking as compared with
other large Valley cities. Additional FY 2017-18 provisions include: CLEA and CLASA longevity pay to remain at
2.5% of the employee’s base rate but change from two pensionable payments to one non-pensionable payment;
CLEA increase in compensatory leave accrual limit from 90 to 100 hours; and CLEA increase in vacation payout
option from 35 to 50 hours.

IAFF: Under the provisions of an existing contract effective July 1, 2016 through June 30, 2018, the City and
IAFF agreed to a maximum 5.0% merit increase for eligible members in FY 2016-17 and FY 2017-18. Members
received a market adjustment for FY 2016-17 and will receive a market adjustment for FY 2017-18, if necessary,
to maintain the City’s fourth place ranking as compared with other large Valley cities. Additional FY 2017-18
provisions include: an increase in holiday pay from 10.5 to 11.2 hours for 56-hour employees (increase is from
7.5 to 7.98 hours for 40-hour employees); increase in the vacation payout option from 42 to 56 hours for 56-hour
employees (increase is from 30 to 40 hours for 40-hour employees); increased vacation accrual for those
employees with more than ten years of service; increases to deferred compensation matches from 2.0% with a
minimum contribution of $10 to a range of 1.0% to 3.0% depending on how much the employee contributes, and
a change in longevity pay from two pensionable payments to one non-pensionable payment.

Service Employees International Union, Local 48 (SEIU): The contract with this organization expired June
30, 2017, and SEIU no longer has a presence in Arizona. City Council passed Resolution No. 5072 to authorize
the City Manager to award a 0.75% salary adjustment effective July 1, 2017, a maximum 3.5% merit increase for
eligible members, and maintain all other wages, compensation, benefits, work hours and working conditions
consistent with the provisions of the expired contract.

For FY 2017-18, general employees will receive a 0.75% salary adjustment effective July 1, 2017, a maximum
merit increase of 3.5% for eligible employees, and an increase to the vacation payout option from 25 to 30 hours.
Confidentials, professionals, supervisors, and mid-level managers will receive an increase in deferred
compensation match from 0.5% to 1.0% with a minimum employee contribution of $10. Directors will receive an
increase in deferred compensation match from 1.0% with a minimum employee contribution of $10 to a range of
1.0% to 4.0% depending on how much the employee contributes.

For FY 2017-18, Fire Battalion Chiefs will receive merit increases and supervisory incentive pay (changes from
two pensionable payments to one non-pensionable payment) for those eligible, the total of which is not to exceed
5.0%. Assistant Fire Chiefs will receive up to a 5.0% merit increase for eligible employees. Both Fire Battalion
Chiefs and Assistant Fire Chiefs will receive a salary adjustment based on the IAFF August salary survey. Fire
Battalion Chiefs will receive an increase to the vacation payout option from 42 to 56 hours for 56-hour employees
(increase is from 30 to 40 hours for 40-hour employees), and Assistant Fire Chiefs will receive an increase to the
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vacation payout option from 30 to 40 hours. Fire Battalion Chiefs will receive increased vacation accrual for
those employees with more than ten years of service, and an increase in holiday pay from 10.68 to 11.2 hours
(increase is from 7.63 to 7.98 hours for 40-hour employees). Fire Battalion Chiefs and Assistant Fire Chiefs will
receive increases to deferred compensation matches from 2.0% with a minimum employee contribution of $10 to
a range of 1.0% to 3.0% depending on how much the employee contributes.

For Fiscal Year (FY) 2017-18, Police Lieutenants will receive merit increases and supervisory incentive pay
(changes from two pensionable payments to one non-pensionable payment) for those eligible, the total of which
is not to exceed 5.0%. Police Commanders and Assistant Police Chiefs are eligible for a merit increase up to
5.0%, and Assistant Police Chiefs will receive a 0.75% salary adjustment effective July 1, 2017.

City Councilmembers will receive a 0.75% salary adjustment effective July 1, 2017.
The City Magistrates will receive a 0.75% salary adjustment effective July 1, 2017.

The City Attorney, City Clerk, City Manager, and Presiding City Magistrate will not receive automatic salary
adjustments for FY 2017-18, but may receive adjustments during their annual contact negotiations.

Temporary Employees will receive a 0.75% salary adjustment for FY 2017-18.

Retirement plan rates for FY 2017-18 for all employee groups are shown below:

0 Arizona State Retirement System (ASRS)
= Employer — 11.34% + 0.16% Long Term Disability = 11.5% total (increase of 0.02% from prior year)
= Employee — 11.34% + 0.16% Long Term Disability = 11.5% total (increase of 0.02% from prior year)
= Alternate Contribution Rate — 9.49% (increase of 0.02% from prior year)

0 Public Safety Personnel Retirement System (PSPRS) — Fire
= Employer — 37.09% (increase of 9.82% from prior year)
= Employee — 7.65% (decrease of 4.0% from prior year)
= Alternate Contribution Rate — 21.67% (increase of 6.06% from prior year)

0 Public Safety Personnel Retirement System (PSPRS) — Police
= Employer — 42.22% (increase of 10.04% from prior year)
= Employee — 7.65% (decrease of 4.0% from prior year)
= Alternate Contribution Rate — 26.75% (increase of 6.50% from prior year)

0 Elected Officials Retirement Plan (EORP)
= Employer — 23.50% (no change from prior year)
= Member — 13.00% (no change from prior year)

0 Elected Officials Defined Contribution Retirement System (EODCRS)
= Employer — 6.00% + 17.50% Legacy Rate + 0.125% Long Term Disability = 23.625% total (no change
from prior year)
= Member —8.00% + 0.125% Long Term Disability = 8.125% total (no change from prior year)
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Property Tax

The City's combined property tax rate for Fiscal Year (FY) 2017-18 is $1.14 per $100 assessed valuation,
reduced from $1.16 the previous year. The combined property tax rate includes a primary tax rate of $0.27 used
for general operations and a secondary tax rate of $0.87 used for payment of general obligation bonded debt.
The FY 2017-18 Property Tax Rates for Chandler and select local cities are shown on the chart below.

FY 2017-18 Property Tax Rates
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According to the Truth in Taxation Law, the City of Chandler is required to notify its property taxpayers of any
increases in primary property taxes for existing property over the previous year. If the proposed primary tax levy,
excluding amounts attributable to new construction, is greater than the amount levied by the City in the previous
year, this would be considered a tax increase, even if the tax rate remained the same.

Arizona uses the limited property value for calculation of both primary and secondary taxes. Chandler’s limited
net assessed valuation for FY 2017-18 is $2,675,480,112, which reflects a 4.8% increase compared to
FY 2016-17. Chandler’s primary property taxes are part of the General Fund revenues and are used for general
operations. The FY 2017-18 primary tax rate was reduced from $0.29 to $0.27 per $100 of assessed valuation,
thus offsetting any tax increase and the Truth in Taxation requirements.

Secondary property taxes are restricted funds which are used to repay either the City’s general obligation
bonded debt or voter-approved budget overrides. The City’'s FY 2017-18 secondary property tax rate remains
the same as FY 2016-17 at $0.87 per $100 of assessed valuation.

The property tax rate of $1.14 per $100 of assessed value is reflected in the Adopted Budget and results in a
partial offset to the property taxes paid by the median value homeowner due to property value increases.
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General Fund Contingency

The Fiscal Year (FY) 2017-18 Adopted Budget incorporates a 15% General Fund Contingency Reserve of
$34.516 million (represents 15% of FY 2017-18 operating revenues). In accordance with the General Fund
Contingency Reserve Policy, this appropriated, budgetary amount is set-aside for emergency situations,
unexpected one time opportunities, and appropriation transfers to allow spending in other funds. Having a
contingency reserve protects our fiscal health by assuring sufficient funds are available to meet financial
challenges in the future.

As of January 1, 2017, the Arizona Department of Revenue (ADOR) began administering Transaction Privilege
Tax (TPT) “Sales Tax” collections and licensing for Chandler based on State law. However, as a precaution
against any unexpected problems with the flow of revenues from the transition of TPT Administration from the
City to ADOR, and any other possible State legislative actions that could reduce City revenues, the $15 million
Budget Stabilization Reserve has been continued in the FY 2017-18 Budget as a designated reserve
(unappropriated). Additionally, other reserves have been appropriated for one-time expenditures or placed in
either “designated reserves” or “restricted reserves” for legal obligations or future pay-as-you-go projects.

The City's Reserve Policy is positively received by all three major rating agencies (Moody's, Standard and
Poor’s, and Fitch), contributing to the City of Chandler's AAA general obligation bond rating, the highest rating a
city can achieve. The higher the rating, the lower the interest rate the City pays for debt, resulting in millions of
dollars in savings to Chandler taxpayers over the life of the bonds.
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Budget Amendments

In addition to the 15% contingency, one-time and ongoing reserves have been set-aside to provide Council with
the ability to fund additional programs or projects during the budget amendment process. For FY 2017-18, the
one-time funds set aside totaled $325,000 and available ongoing funds were $75,000. Council allocated
$269,000 of the $400,000 total available. The application of those funds for FY 2017-18 are detailed in the table
below. The $131,000 remaining after the budget adoption will be available for the Council to vote to apply to
needs identified during the course of the fiscal year.

Ongoing One-time Total

D il A
epartment Council Amendments $ 75000 | $ 325000| $ 400,000

Community Senices Installation of a marquee/information sign at Snedigar ) 80,000 80,000
Sportsplex.

Community Senices Addition of two shade ramadas at Shawnee Park. - 62,000 62,000

Community Senices Snedlgar. ballfield lighting - adding lights to small turf ) 30,000 30,000
areas adjacent to soccer fields 1 and 2.

Community Senices Chandler Symphony Orchestra 25" Anniversary Events. - 20,000 20,000

Community Senices Purchase of a fu||-3|zed pool table to replace a smaller ) 5,000 5,000
one at the Senior Center.

Community Senices Two spectator shade structures at Pima Park. - 30,000 30,000

Community Senices Playground equipment at Gazelle Meadows Park - 15,000 15,000

Community Senices Matching Grant to KaBoom for park development at ) 8,500 8,500
Gazelle Meadows Park

Communications and Public Affairs Fund an intern to archive much of CAPA's historical video ) 5,000 5,000
footage currently on tape to HD.

Police Department Leadership training program for police officers. - 10,000 10,000

Police Department Leadership training program for police officers. 2,500 - 2,500

Funding assistance for the annual domestic violence

Police Department
awareness breakfast.

1,000 - 1,000

Total Council Contingency Used $ 3,500 $ 265500 $ 269,000

Remaining Council Contingency

$ 71,500 | $ 59,500 | $ 131,000
Balance
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Fiscal Year (FY) 2017-18 Budgetary Additions

The City of Chandler is committed to continually identify efficiencies in operations and service delivery. The
reductions and adjustments over the past several years have helped shaped a budget that is lean, but
structurally sound, to support programs and services required by the citizens. While there are no major
Department-level reductions and reallocations, Departments are continually refining internal budgets to put
financial resources in the most appropriate areas.

The FY 2017-18 Adopted Budget includes requests for essential ongoing or one-time funding to either maintain
service levels, to cover costs for new programs, or to add funding to operating budgets as a result of new capital
infrastructure (completed or to be completed in FY 2017-18). The following pages contain the FY 2017-18
Summary of Recommended Additions for the General Fund and Other Funds, followed by a brief explanation of
each (table starts on next page).

In order to provide Council and citizens with a summary view of all the Decision Package requests, the table
below lists ongoing and one-time requested amounts along with the amounts that were actually approved. The
difference shows the change in the approved amount versus the amount requested. For example, the chart
shows that there was $12,788,351 requested by departments from General Fund and $10,436,003 was
approved in the Adopted Budget.

Decision Package Comparative Summary

| Requested* | Approved* Difference* |

General Fund
Personnel Ongoing $ 3,534,090 $ 2,147,142 | $ (1,386,948)

Other Ongoing 1,062,704 891,255 (171,449)
Personnel One-Time 1,309,083 979,950 (329,133)
Other One-Time 6,882,474 6,417,656 (464,818)
Total $ 12,788,351 $ 10,436,003 | $ (2,352,348)

Enterprise Funds

Personnel Ongoing  $ 756,749 $ 667,095 | $ (89,654)
Other Ongoing 2,723,659 2,720,904 (2,755)
Personnel One-Time - - -
Other One-Time 223,000 197,800 (25,200)
Total $ 3,703,408 $ 3,585,799 | $ (117,609)

Self Insurance Funds

Personnel Ongoing  $ 73,100 $ 73,100 | $ -
Other Ongoing 12,975 12,975 -
Personnel One-Time - - -
Other One-Time 313,585 313,585 -
Total $ 399,660 $ 399,660 | $ -

Police Forfeiture Funds
Personnel Ongoing  $ - $ -1$ -
Other Ongoing - - -
Personnel One-Time - -
Other One-Time 1,165,000 1,165,000 -
Total $ 1,165,000 $ 1,165,000 | $ -

Impact/System Development Fee Funds
Personnel Ongoing  $ - $ -1$ -
Other Ongoing - - -
Personnel One-Time - - -
Other One-Time 150,000 150,000 -
Total $ 150,000 $ 150,000 | $ -

Special Revenue Funds

Personnel Ongoing  $ 85,801 $ 85,801 | $ -
Other Ongoing 16,070 16,070 -
Personnel One-Time - - -
Other One-Time 5,380 5,380 -
Total $ 107,251 $ 107,251 | $ -

Overall Total
Personnel Ongoing  $ 4,449,740 $ 2,973,138| $ (1,476,602)

Other Ongoing 3,815,408 3,641,204 (174,204)
Personnel One-Time 1,309,083 979,950 (329,133)
Other One-Time 8,739,439 8,249,421 (490,018)
Total $ 18,313,670 $ 15,843,713 ] $ (2,469,957)

*Does not include revenue offsets.
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Administrative Senices
Information Technology Owersight Committee $ - $ 47000 $ C s s 47,000
Programs*
Support and Maintenance - 44,418 - - 44,418
Fleet Technology Upgrade - 2,350 - 7,310 9,660
User Productivity Improvements* 1.00 120,952 4,310 - 4,222 129,484
Citywide Technology Infrastructure* - 16,000 - - 16,000
Citywide Online Web Meeting Senices - 30,000 - - 30,000
Social Media Recruitment - NeoGov/Facebook - 2,112 - - 2,112
IT Help Desk Phone Support Position - - 56,618 - 56,618
Energy Management Contract - - - 85,000 85,000
Park Electrical Maintenance Contract - - - 60,000 60,000
Records Retention Storage - - - 150,000 150,000
Administrative Services Total 1.00|$ 120,952 $ 146,190 $ 56,618 $ 306,532 $ 630,292
CAPA
Print Production Equipment $ - $ 13500 $ - $ -1 $ 13,500
Cable Access Channels (100% revenue offset) - - - 200,000 200,000
City Website Rebuild - - - 150,000 150,000
Video Production Senices - - - 50,000 50,000
Council Chambers Video Upgrade - - - 150,000 150,000
CAPA Total 0.00|$%$ - $ 13,500 $ - $ 550,000 ($ 563,500
Community Senices
Layton Lakes Park Site* $ - $ 3990 $ - $ -1 $ 39,940
Food and Beverage Coordinator (100% revenue offset) | 0.75 67,759 - - - 67,759
Park Operations Utility Increase - 92,100 - - 92,100
Park Maintenance Technician - Contract - - - 80,000 80,000
Aquatic Contract Maintenance - - - 80,000 80,000
Offsite Storage for the Chandler Museum Collection - - - 18,800 18,800
Stage Lighting LED Conwversion Package ) ) ) 468,520 468,520
($234,000 revenue offset)
School Field Trips and Programs for Chandler ) ) 5.844 ) 5,844
Museum
Shared Camera Security System - - - 25,000 25,000
Audio Visual System Replacement for the
Community Center & Environmental Education - - - 45,000 45,000
Center
Marley Dance Floor Replacement ) ) ) 10,000 10,000
($5,000 revenue offset)
Maintenance Package for Turntable System ) ) ) 36,600 36,600
($18,300 revenue offset)
Chandler Historical Society Luncheon 2018 - - - 4,500 4,500
Chandler Jazz Festival/CinePark - - - 48,000 48,000
Chandler Symphony Orchestra - - - 45,000 45,000
Junior Tennis Tournament (100% revenue offset) - - 600 5,400 6,000
Community Services Total 0.75|$ 67,759 $ 132,040 $ 6,444 $ 866,820 [ $ 1,073,063
Downtown Redevelopment
Downtown Parking Garages* $ - $ 47500 $ - $ -1 $ 47,500
Downtown Redevelopment Total 0.00 $ - $ 47,500 $ - $ - $ 47,500

*CIP related
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Economic Dewvelopment
CoStar Suite - Upgraded Functionality $ - 3,600 $ -3 -1$ 3,600
Entreprgneurlal & Small Business Dewelopment ) ) ) 250,000 250,000
Senvices
Tourism Funding - - - 63,500 63,500
Science Saturday Event - Sponsorship ) ) ) 7,500 7.500
(100% revenue offset)
Economic Development Total 0.00| $ - 3,600 $ - $ 321,000 |$ 324,600
Fire, Health & Medical
Public Safety Training Facility* $ - 48,333 $ - % -1$ 48,333
Southeast Fire Station* 12.00 684,771 54,563 443,229 601,494 1,784,057
Medical Supply Increase ($71,000 revenue offset) - 71,000 - 104,000 175,000
Ovwertime Adjustment 53,000 - - - 53,000
Low Acuity Vehicle (fund from Ambulance Reserve) - 8,900 - 78,000 86,900
Fire Academy - Attrition - - 17,876 79,124 97,000
Paramedic Education Program - Attrition - - 271,377 15,623 287,000
Replacement Extrication Equipment - - - 36,000 36,000
Car Seat Program - - 20,000 - 20,000
Grant Matching Funds - - - 120,000 120,000
Fire, Health & Medical Total [12.00| $ 737,771 182,796 $ 752,482 $1,034,241 | $ 2,707,290
Law
Legal Secretary - Redaction Specialist 1.00|1$ 75,910 55 $ - 280 | $ 76,245
Law Total |1.00 [$ 75,910 55 $ -8 280 76,245
Management Senices
Utility Lockbox Fees ($24,000 revenue offset) - 24,000 $ - 5,000 29,000
Management Services Total | 0.00 - 24,000 $ - $ 5,000 29,000
Neighborhood Resources
VITA - Volunteer Income Tax Asssistance Program $ - -8 - $ 6,000 | $ 6,000
For Our City - Operation Back to School/FOC ) ) } 50,000 50,000
Breakfast (100% revenue offset)
Celebration of Unity/MLK Events ) ) ) 50,000 50,000
(100% revenue offset)
Indian Art Market (100% revenue offset) - - - 10,000 10,000
Neighborhood Resources Total | 0.00 | $ - -8 - $ 116,000 | $ 116,000
Non-Departmental
On-Line Payment Portal $ - 4,500 $ - % -1$ 4,500
Citywide Banking Fees - - - 55,000 55,000
Non-Departmental Total | 0.00 | $ - 4,500 $ - $ 55000|% 59,500
Planning
City Planner Conwversion from Contract 1.00 106,696 2,050 $ - % - 108,746
Planning Total 1.00 106,696 2,050 $ - % - 108,746
Police
911 Center Console Workstations* $ - 2,560 $ -8 -1 % 2,560
Public Safety Training Facility* - 116,307 - - 116,307
Patrol Officers 4.00 411,006 71,853 - 181,690 664,549
Dete_ntion Officer S_taffing ($218,000 budget reduction in 2.00 158,434 29,205 R 22,418 210,057
Prisoner Care Services)
Civilianize Admin Sergeants/Reclass to Lieutenants| 2.00 218,614 25,680 - 72,145 316,439
Kronos TeleStaff Upgrade - 12,960 - 20,430 33,390
Special Event Overtime 50,000 - - - 50,000

*CIP related
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Police (continued)
Increase D_epartmc—mt Owertime - Related to 200,000 ) ) ) 200,000
CompTime Limit Payout
Taser Replacement - - - 100,000 100,000
Business System Support Analyst Extension - - 98,767 - 98,767
Hiring Test Program - - - 25,500 25,500
Drug Analysis-Gas Chromatograph/Mass ) ) ) 140,000 140,000
Spectrometer
HB2455 Weapons Proceeds (100% revenue offset) - - - 75,000 75,000
Police Total | 8.00 | $1,038,054 $ 258,565 $ 98,767 $ 637,183 | % 2,032,569
Transportation and Development
Landscape Mamtenanc.e & Utf!|-t|es $ - $ 40794 $ . s s 40,794
(%$24,703 budget reduction in Utilities)
Monitors & Tablets Hardware Software - 20,765 - - 20,765
Transit Maintenance and Operations - - - 940,000 940,000
Crack Seal Kettle Trailer/PM-10 Vacuum/ ) 14,900 ) ) 14,900
Compressor*
On Call Temporary Senices - - - 245,600 245,600
Street Maintenance Program - - - 1,000,000 1,000,000
Capital Projects Support Analyst - Temporary - - 65,639 - 65,639
Dial a Ride - - - 200,000 200,000
Speed Reader Boards & Variable Message ) ) ) 140,000 140,000
Boards (100% revenue offset)
Transportation and Development Total | 0.00 | $ - $ 76,459 $ 65,639 $2,525,600 | $ 2,667,698
GRAND TOTAL GENERAL FUNDS |23.75] $2,147,142 $ 891,255 $ 979,950 $6,417,656 $10,436,003
Budget Reductions $ - $ (242,703) $ - $ -|$ (242,703)
Revenue Offsets $ (67,759) $ (95,000) $  (600) $ (795,200)[ $ (958,559)
TOTAL GENERAL FUND REFLECTING OFFSETS |23.75] $2,079,383 $ 553,552 $ 979,350 $5,622,456 $ 9,234,741

*CIP related

63




e

City of Chandler
2017-18 Adopted Budget

Chandler nAn'zona

Where Values Make The Difference

Budget Polices, Process and Decisions

Fiscal Year (FY) 2017-18 Summary of Additions — Other Funds

ADDS
— — o °
=5 § g 52 Og) £ 5 E =
g2 Addition FTE| S £ S % £k 5
[a) 5 5 [ O ¢ 5 S (@] g =
a © © a © O
Administrative Services
FTE Reallocation to Worker§ Qompgnsatlon $ 57400 $ S S s 57.400
Fund ($57,400 budget reduction in Medical Trust)
Workers' Compensation Claims Management
System ($50,000 budget reduction in Other - 12,975 - 113,585 126,560
Professional Services)
Workers' Compensation Fund Total | 0.00 | $ 57,400 $ 12,975 $ - $ 113,585 |$ 183,960
FTE Reallocation to Short—Te_rm_Dlsak_)lllty $ 15700 $ S S s 15,700
Fund ($15,700 budget reduction in Medical Trust)
Short-Term Disability Fund Total | 0.00 | $ 15,700 $ -8 - $ -1$ 15,700
Management Senices
Environmental Consultant for Facility Audit Senices $ - $ - $ - $ 200,000 $ 200,000
Uninsured Liability Fund Total | 0.00 | $ - $ - $ - $ 200,000 $ 200,000
Municipal Utilities
Vehicle Replacement Program - Upfitting for Crane $ - 4,210 $ - $ -1 $ 4,210
Water Operating Fund Total | 0.00 | $ - $ 4,210 $ - $ -1$ 4,210
Ocotillo Water Reclamation Facility 9.00| $ 667,095 $2,505,358 - $ 49,000 | $ 3,221,453
Wastewater Collections O&M Increase - 81,000 - - 81,000
Sewer Main Cleaning Contract - 125,000 - - 125,000
New Vehicle - Sr. Industrial Waste Inspector - 2,668 - 24,400 27,068
Wastewater Operating Fund Total |9.00 | $ 667,095 $2,714,026 $ - $ 73,400 |$ 3,454,521
New Veh{cle - Utilities Systems Maintenance $ S 2668 $ - $ 244003 27,068
Coordinator
Wastewater Industrial Process Treatment Fund Total | 0.00 | $ - $ 2,668 $ - $ 24,400 | % 27,068
Paseo Vista Recreation Area Contract Maintenance $ - $ - $ - $ 100,000 |$ 100,000
Solid Waste Fund Total | 0.00 | $ - $ - $ - $ 100,000 |$ 100,000
Neighborhood Resources
Code Inspector Position - Grant Funded 100|s 8581 $ 16070 $ ) 5.380 107,251
(100% revenue offset)
Community Development Block Grant Fund Total |1.00 | $ 85801 $ 16,070 $ - $ 5380 (% 107,251
Non-Departmental
Update System Development/Impact Fee Plan $ - % - $ - $ 150,000 [ $ 150,000
Multiple Impact Fee Funds Total | 0.00 | $ - % - $ - $ 150,000 |$ 150,000
Police Department
Planned Forfeiture Fund Projects $ - $ - $ - $1,165,000 | $ 1,165,000
Police Forfeiture Fund Total | 0.00 | $ - $ - $ - $1,165,000 | $ 1,165,000
GRAND TOTAL OTHER FUNDS |10.00| $ 825,996 $2,749,949 $ - $1,831,765 [ $ 5,407,710
Budget Reductions $ (73,100) $ -3 - $ (50,000) $ (123,100)
Revenue Offsets $ (85,801) $ (16,070) $ - $  (5,380) $ (107,251)
TOTAL OTHER FUND REFLECTING OFFSETS |10.00| $ 667,095 $2,733,879 $ - $1,776,385 $ 5,177,359
GRAND TOTAL ALL FUNDS |33.75] $2,973,138 $3,641,204 $ 979,950 $8,249,421 $15,843,713
ALL Budget Reductions $ (73,100) $ (242,703) $ - $ (50,000) $ (365,803)
ALL Revenue Offsets $ (153,560) $ (111,070) $ (600) $ (800,580) $ (1,065,810)
TOTAL ALL FUNDS REFLECTING OFFSETS |33.75] $2,746,478 $3,287,431 $ 979,350 $7,398,841 $14,412,100

*CIP related
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The Adopted Budget contains the following additions to the General Fund. The ongoing costs include any
salaries, benefits, and costs such as expendable equipment and supplies associated with positions. Any one-
time costs associated with position(s) are presented in the one-time cost column. Costs shown in this section do
not reflect any offsets for increased revenue or base budget offsets; however the offsets are noted in the
description. This section presents total budget appropriations added to Departments for FY 2017-18.

Administrative Services

Ongoing funding for support of prioritized projects by Information $

Technology Oversight Committee, consisting of a Learning Management
System replacement and an Event Management System.

Ongoing funding for increased support/maintenance costs for multiple
software applications including Accela, AdminStudio, Autodesk
Infrastructure Design, KBACE KBX, Lucity, Metropolis, NEC Redundant
SV8500, NetMotion, Oracle, Progress, SQL, PublicStuff.com, Selectron,
and Vertex.

One-time funding for the purchase of 2 laptops and 6 keyboards for the
Fleet Technicians. Ongoing funding for contributions to the Technology
Replacement Fund for the listed equipment as well as a second monitor
for the Fleet Superintendent.

Ongoing and one-time funding for an IT Programmer/Analyst position
and associated costs to assist in the operational support of the Electronic
Document Management System (EDMS).

Ongoing funding for an additional consolidation server to continue to
meet City needs. The City has 320 production virtual servers and is
expected to grow to 400 virtual servers within the next fiscal year.

Ongoing funding to expand licensing for Citywide Online Web Meeting
Services from 25 current license subscriptions to citywide use. This
request is offset by existing funding available to cover half of the increase
in cost.

Ongoing funding for NEOGOV integration to allow job postings to appear
on Facebook. Staff believes the City could benefit by having a Facebook
presence in order to increase applicant pools.

One-time funding for a temporary position dedicated to IT Helpdesk
phone support. This assistance has greatly improved service response
times.

One-time funding for a contractual position to manage the Energy
Management System. This contractor will manage the air conditioning
and lighting for 20 City buildings by monitoring the analytics provided by
the sensors to optimize energy use.

One-time funding for a contractual position to provide labor and
equipment to assist with maintaining the Park Division electrical systems.
One employee is responsible for electrical support to 64 developed
parks. Adding a contractual position will significantly improve support
and enhance the preventative maintenance program.
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30,000
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Administrative Services (continued)

One-time funding to purchase additional storage for records retention $

related to data for litigation hold and public records retention schedules.
CAPA

Ongoing funding to increase the contributions to the Equipment
Replacement Fund for printing equipment. This increase will create a
lifecycle of 6 years for future replacement of the City’s color and black
and white print production equipment.

One-time funding to utilize contributions from CenturyLink and Cox
Communications for governmental programming on Channel 11. Per the
agreement terms, these funds are used for the operation and
programming of the public, education, and government channels.

One-time funding to build and deploy the new City website. This will also
fund the first year of hosting and support and maintenance of the new
website. This will address City Council and Department requests for a
more robust web presence incorporating video, photography and
multimedia into a mobile first design approach, given the growth of web
visits from mobile devices and tablets.

One-time funding to contract for professional video production and
freelance services to obtain video footage and produce video packages
to be featured on the City’s website, cable access channel, and social
media accounts. Improving the quality of the City’s inventory of video
and multimedia content will further the ability to showcase Chandler and
communicate with residents, businesses, and visitors.

One-time funding to update technology and provide High Definition
Multimedia Interface (HDMI) capability in the Council Chambers. The
wiring, cabling, receivers and software will be updated to HDMI.

Community Services

Ongoing funding for park maintenance and utility costs for Layton Lakes
Park. Construction is anticipated to be completed in late summer or
early fall of 2017.

Ongoing funding for a part-time Food and Beverage Coordinator that will
oversee the operations of concession and alcohol sales for the Chandler
Center for the Arts. 100% of this cost is funded by the Chandler Cultural
Foundation.

Ongoing funding for utility cost increases for the Parks Division based on
a recent Cost of Service (COS) utility analysis conducted by the
Municipal Utilities and Management Services Departments.

One-time funding for contract labor to provide maintenance and repairs
for City parks, including maintenance and repair of playgrounds, irrigation
systems, plumbing, park furniture, fencing, doors/gates, and graffiti
removal.
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Community Services (continued)

One-time funding to assist with annual service and maintenance of the $

aquatic centers, including daily chemical balancing, cleaning strainer
baskets and skimmers, cleaning and maintaining the chlorinator,
maintaining diving boards, plumbing services, and maintaining splash
pads.

One-time funding for offsite storage space for the Chandler Museum
Collection which includes rent, utilities, trash, sewer, water, security
system equipment, installation, and monitoring. The new museum is
anticipated to open in the fall of FY 2018-19.

One-time funding to convert the stage lighting fixtures in all three Center
for the Arts theatres to LED technology. This conversion will reduce
power consumption and impact heat abatement. Half of this cost will be
funded by the Chandler Unified School District.

One-time funding for part-time temporary educators to meet the
increased demand for school field trips, and to provide more programing
and outreach events through the Museum division. The demand for field
trips has increased by 30% over the past three years. The division goal
is that all Chandler students experience the Museum through a field trip
or program.

One-time funding to purchase a shared security system for the
Community Center and Senior Center. This will include a network video
recorder, the software and licensing, 15 cameras and installation.

One-time funding to purchase audio and visual presentation systems for
the Community Center's multi-purpose rooms and the Environmental
Education Center's Painted Desert and Jackrabbit Rooms. Items that
will be replaced or installed include receivers, speaker systems,
projectors, and costs associated with the installation.

One-time funding for the replacement of the Marley Dance floor. Half of
this cost will be funded by the Chandler Unified School District.

One-time funding for maintenance of the Center for the Arts divisible
hydraulic turntable. The turntable system controls the turning of the
seating pods. The system is 27 years old and maintenance has not been
performed in more than 17 years. Half of this cost will be funded by the
Chandler Unified School District.

One-time funding for the Celebrate Chandler luncheon event celebrating
people and businesses that are the new pioneers of today and are
making a difference in Chandler. This event is held in partnership with
the Chandler Historical Society.

One-time funding for the Jazz Festival and CinePark event. The funding
will allow these events to continue to grow and enhance the City's
signature events to align with City Council vision.

One-time funding for the Chandler Symphony Orchestra to partially fund
its quality artistic services. The 80+ professionally musicians in the
orchestra volunteer their time and this funding provides them with
assistance covering operational expenses.
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Community Services (continued)

One-time funding to host a youth United States Tennis Association Level
6 Junior tournament. Costs will be 100% offset by revenues received
from participant registration fees. This tournament will attract competitive
junior players to the City since they will receive Southwest ranking points
for competing.

Downtown Redevelopment

Ongoing funding for contracted street sweeping and services for the new
Downtown Parking garage.

Economic Development

Ongoing funding to upgrade to CoStar Suite. Currently the Economic
Development staff is using the standard platform; however the upgrade
will provide new functionality and features so staff can better prioritize
future retention and expansion visits from companies that may be at risk
of relocating to other cities.

One-time funding for entrepreneurial and small business development
related services for the City’'s Incubator program. Although the
Innovations facility closed, the goal is to continue to build a citywide
business incubation and entrepreneurial development program providing
young companies with tools and resources to scale their companies,
increasing jobs, wealth, and economic diversity while providing economic
sustainability for the City.

One-time funding to maintain tourism grant qualification. One of the
requirements of the Maricopa County Proposition 302 Grant facilitated by
the Arizona Office of Tourism is a minimum marketing budget of
$123,000. This one-time funding, along with ongoing funding, provides
eligibility to receive grant funding up to $400,000 to provide community
marketing.

One-time funding for the Science Saturday Event. This event, held in
conjunction with statewide events planned through the Arizona SciTech
Festival Organization, showcases several technology companies through
interactive booths and activities. Costs are 100% reimbursable by
donations.

Fire, Health & Medical

Ongoing funding for operation and maintenance costs associated with
the operation of the first phase of the Public Safety Training Facility. This
facility will be shared with Police.

Ongoing and one-time funding for three Fire Captain, three Fire
Engineer, and six Firefighter positions and associated operations and
maintenance costs for the Southeast Fire Station. The station is
anticipated to open in April 2018. Staff will be hired in January 2018 to
allow for a three month academy.
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Fire, Health & Medical (continued)

Ongoing and one-time funding to increase the quantity of Emergency
Medical Services (EMS) supplies kept on hand for restocking
ambulances. The ongoing cost is anticipated to be 100% offset by
revenue from the ambulance service contract.

Ongoing funding to increase Fire, Health & Medical’s overtime budget to
correspond with wage increases and ensure adequate funding to support
critical functions.

Ongoing and one-time funding to purchase a one-ton Low Acuity Vehicle.
One-time costs include vehicle, tax, upfitting, Mobile Computer Terminal
(MCT), and mobile radio. Ongoing costs include MCT service,
maintenance, fuel, tires, and vehicle maintenance.

One-time funding for a 12-week fire academy for five firefighters. This
will enable staff to incorporate hiring for attrition-related vacancies into
the academy needed for the new Southeast Fire Station. This includes
overtime, protective gear, initial uniforms, disposable supplies, textbooks,
and medical exams for five recruits.

One-time funding for a 9-month paramedic education program for nine
firefighters beginning in July 2017. This request will allow the
department to incorporate training for paramedics related to attrition into
the required training related to the new Southeast Fire Station.

One-time funding to purchase replacement extrication equipment on
Ladder 288. The existing extrication equipment does not meet current
standards. The new equipment will provide state of the art performance,
reduce maintenance, save compartment space, and provide safer and
simpler operation capabilities.

One-time funding of overtime for the car seat clinic program, although
grants will continue to be pursued. This program will provide up to 42
clinics per year.

One-time funding for potential grant matching fund requirements. This
funding is used if needed to match funding for grants awarded to the
Fire, Health & Medical Department.

Law

Ongoing and one-time funding for a full-time Legal Secretary Redaction
Specialist position and associated costs.

Management Services

Ongoing and one-time funding for increased utility lockbox and e-lockbox
fees associated with utility billing.

69

$

Ongoing One-time
Cost Cost

71,000 $ 104,000
53,000

8,900 78,000

97,000

287,000

36,000

20,000

120,000

75,965 280

24,000 5,000



e

City of Chandler
2017-18 Adopted Budget

w Budget Polices, Process and Decisions
Chandler + Arizona

Where Values Make The Difference

Fiscal Year (FY) 2017-18 Budgetary Additions to General Fund (continued)

Neighborhood Resources

One-time funding for costs associated with the Volunteer Income Tax $

Assistance (VITA) program. This program utilizes volunteers to prepare
income tax returns for elderly, disabled, and low to moderate income
residents. This funding is needed to replace grant funding due to Valley
of the Sun United Way ending their partnership with the Maricopa County
VITA Network.

One-time funding to support For Our City initiatives related to Operation
Back to School and quarterly breakfasts. Costs will be 100% offset by
revenues received from program participants (typically faith groups, local
businesses and the Chandler Non-Profit Coalition).

One-time funding for various Celebration of Unity Events, including the
Chandler Multicultural Festival and Creative Expression Competition.
Costs will be 100% offset by revenues received from event sponsors.

One-time funding for the Indian Art Market event to celebrate the cultural
traditions of the Native American community and enhance the Miss
Indian Arizona Scholarship Program. Costs will be 100% offset by
revenues received from event sponsors and vendor fees.

Non Departmental

Ongoing funding for online payment portal costs. These costs are billed
by a 3" party payment processor (InvoiceCloud) and are associated with
the Portal for Electronic Payment Processing Integrations (PEPPI)
project.

One-time funding for citywide banking fees. The banking services
agreement includes checking account maintenance, electronic payments
and deposits, wire transfers, credit card payment processing, on-line
back transactions, reporting, etc. Typically these fees are netted against
interest earned on the operating account, however, due to low interest
rates, current earnings are not sufficient to cover fees.

Planning

Ongoing funding for one City Planner position and related operations and
maintenance costs, which was previously being funded on a one-time
basis.

Police

Ongoing funding for operating costs of a 911 Center console workstation,
the last of four consoles being added to allow for centralization of all
ancillary responsibilities in Dispatch and allow for the absorption of future
technology monitoring requirements.

Ongoing funding for operation and maintenance costs associated with
the operation of the first phase of the Public Safety Training Facility. This
facility will be shared with Fire, Health & Medical.
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Police (continued)

Ongoing and one-time funding for four Police Officer positions and $

associated costs, including two patrol vehicles. This request is made to
meet patrol staffing requirements.

Ongoing and one-time funding for two Detention Officer positions and
associated costs for the Gilbert-Chandler Joint Holding Facility. These
positions will provide an appropriate level of staffing to ensure continued
service without burdening the existing staff with extended work hours.
The ongoing costs are partially offset by a reduction to the prisoner care
budget.

Ongoing and one-time funding to add two Police Administrative
Specialists and to reclassify two Police Sergeants positions to Police
Lieutenants to provide 24-hour Watch Commander coverage.

Ongoing and one-time funding to upgrade the Telestaff application, used
for scheduling and accounting of patrol personnel, as well as automated
deployment of overtime and extra duty assignments. The newest version
provides enhancements that are currently not available such as full
remote access and web-based functionality.

Ongoing funding for overtime related to various City sponsored special
events including the Ostrich Festival, 4™ of July, and the Tumbleweed
Tree Lighting.

Ongoing funding to increase Police Officer overtime that is no longer
supported by salary savings.

One-time funding to replace existing Taser equipment with new models.
Current Tasers where purchased in November 2011 and are now out of
warranty. This is the first phase of replacing all Tasers over the next four
years. Additional replacement purchases will be made during
FY 2017-18 through the Police Forfeiture fund.

One-time funding to extend the Business System Support Analyst
contract. This position directly supports the crime analysis unit and
department projects. Extending this contract allows for Police to
continue designing and implementing internally developed applications to
meet specific departmental needs.

One-time funding to purchase a hiring test and grading program for a
three year period. This applicant test is a vital part of Chandler Police
Department’s selection process.

One-time funding to purchase a Drug Analysis-Gas Chromatograph
Mass Spectrometer (GC-MS). The current unit used by the Forensic
Analysis Unit is outdated and in need of replacement.

One-time funding for community outreach programs, which is 100%
offset by revenues received from the sale of unclaimed weapons in
accordance with House Bill 2455.
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Ongoing One-time
Cost Cost

482,859 $ 181,690

187,639 22,418

244,294 72,145

12,960 20,430
50,000
200,000

100,000

98,767

25,500

140,000
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Fiscal Year (FY) 2017-18 Budgetary Additions to General Fund (continued)

Transportation & Development (continued)

Ongoing funding for one new acre of responsibility for landscape $

maintenance and utilities (including increased utility costs). This request
is partially offset by existing departmental funds.

Ongoing funding for the contribution to the Technology Replacement
Fund for future replacement costs for nine larger monitors, five tablets,
and 17 ePlanCheck software licenses.

Ongoing funding for operations and maintenance related to the purchase
of a Crack Seal Kettle Trailer/PM-10 Vacuum/Compressor. This includes
maintenance on kettle heating system pumps, heating elements, a truck
mounted compressor, vacuum systems, hydraulic systems, and
replacements of tires, oil, and filters.

One-time funding for increases to the Valley Metro contract of $790,000
for a new bus route on Ray Road, $125,000 to enhancement the bus
service on Arizona Avenue (route 112) beginning in October 2017, and
$25,000 for other increases on the existing fixed route bus service.

One-time funding for contractual Civil Plan Review, Building Plan
Review, and Building and Civil Inspection services to accommodate
demand peaks to maintain current service level instead of adding staff.

One-time funding to accelerate and complete street maintenance for
local and arterial streets. This additional funding will provide for
placement of 166,160 pounds of crack seal material, 1,640,000 linear
feet of crack seal service, 63 lane miles of tire rubber modified surface
seal (TRMSS), 16 lane miles of arterial slurry seal, and 7 lane miles of
residential slurry seal.

One-time funding for a temporary Capital Projects Support Analyst to
maintain the expected level of service in the Capital Projects Division.

One-time funding for the increased demand of Dial-a-Ride services to
provide travel without the requirement of transfers for Americans with
Disabilities Act (ADA) certified Chandler senior or disabled residents.

One-time funding to purchase 16 speed reader boards, 2 portable
combination radar trailers/variable message signs, and 2 dynamic
message signs to be dedicated to construction projects and special
events in the downtown area.
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Ongoing One-time
Cost Cost
40,794 %

20,765
14,900

940,000

245,600

1,000,000

65,639

200,000

140,000
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Fiscal Year (FY) 2017-18 Budgetary Additions to Other Funds

The Adopted Budget contains the following additions to Other Funds:

Ongoing
Cost
Administrative Services
Workers’ Compensation Self-Insurance Trust Fund
Ongoing funding to reallocate personnel costs from the Medical Self- $ 57,400 $
Insurance Fund due to changes in the job responsibilities of the
employees providing personnel support to these funds.
Ongoing and one-time funding to activate the workers’ compensation 12,975
module of the existing Riskmaster software to enhance productivity. This
funding includes the development of feeds from CorVel (a third party
administrator the City uses to process workers’ compensation claims)
and Oracle, project management, and end user training.
Short-term Disability Self-Insurance Fund
Ongoing funding to reallocate personnel costs from the Medical Self- 15,700
Insurance Fund due to changes in the job responsibilities of the
employees providing personnel support to these funds.
Management Services
Insured Liability Self-Insurance Fund
One-time funding for an Environmental Consultant to audit City facilities
for compliance with environmental regulations. These regulations
include air, wastewater, groundwater, drinking water, hazardous waste,
solid waste, and emergency preparedness.
Municipal Utilities
Water Operating Fund
Ongoing funding for future replacement costs for the upfitting of a crane 4,210
to the Vehicle Replacement Fund.
Wastewater Operating Fund
Ongoing and one-time funding for 9 positions (5 full-time Wastewater 3,172,453
Treatment Plant Operators |, 2 full-time Wastewater Treatment Plant
Operators I, 1 full-time Wastewater Facilities Superintendent, 1 full-time
Utilities Electrician positions), and associated costs for the Ocaotillo Water
Reclamation Facility expansion.
Ongoing funding to increase operations and maintenance due to the 81,000
continued increase amount of wastewater at the Kyrene Lift Station.
Ongoing funding for an annual contract for more extensive sewer main 125,000
cleaning.
Ongoing and one-time funding to purchase a half-ton pick-up including 2,668

upfitting and the contributions to the Vehicle Replacement Fund for the
Wastewater Quality Division.
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One-time
Cost

113,585

200,000

49,000

24,400
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Fiscal Year (FY) 2017-18 Budgetary Additions to Other Funds (continued)

Municipal Utilities (continued)

Wastewater Industrial Process Treatment Fund

Ongoing and one-time funding to purchase a half-ton pick-up including $

upfitting and the contributions to the Vehicle Replacement Fund for the
Ocaotillo Brine Reduction Facility.

Solid Waste Operating Fund

One-time funding for the Paseo Vista Recreation area to utilize
contractual maintenance to maintain approximately 30-acres along the
perimeter of the site. This area encompasses the side slopes as well as
areas that various landfill monitoring equipment are located.

Neighborhood Resources

Community Development Block Grant Fund

Ongoing and one-time funding for a full-time Code Inspector position and
associated costs. This position is necessary to support the City’s Blight
Elimination Program, which is systematic proactive inspection program of
homes located in the 41 Community Development Block Grant eligible
areas.

Non-Departmental

One-time funding to update the System Development/Impact Fee Plan
(Land Use Assumptions and Infrastructure Improvement Plans). These
documents serve as the source documents for updating Impact and
System Development Fees for the City. This funding will be split
between the nine active Impact/System Development Funds ($15,000),
with a smaller share ($5,000) charged to the three Impact Fees that do
not have any future Impact Fee projects.

Police
Police Forfeiture Fund

One-time forfeiture funds will be utilized to supplement various
department operational purchases, including, but not limited to, SWAT
team equipment, body worn cameras, Police Electronic Data
Management System, and Taser replacements.
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Ongoing One-time
Cost Cost
2,668 $ 24,400
100,000
101,871 5,380
150,000
1,165,000
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Decision Packages Not Funded in Fiscal Year (FY) 2017-18

The table below shows all of the decision packages that were not funded for FY 2017-18. This is combined with
the net amount of the decision packages that were approved for FY 2017-18 but were approved for an amount
different from the original request to provide a combined total of unfunded requests.

General Fund:

T o o o 9 o
£ < B < cE 5 E s
Department Request FTE CR=S g S 2 'q—.) g =z 5
2 2 [
56 5 55 5
Administrative Services
Building Information Technology's Workforce $ - -] $ 243,190 | $ - 243,190
Total: 0.00 | $ - -] $ 243,190 | $ - 243,190
Fire, Health & Medical
Building Sustainability Study - - -|$ 58000|$ 58000
Total: 0.00 | $ - - -|$ 58000[$ 58,000
Police Department
Police Investigative Analyst - FUSION Center 1.00 |$ 89628|$ 2,985|$% -1$ 6,496 $ 99,109
Police Investigative Specialist - Sex Crimes 1.00 77,288 2,985 - 6,496 86,769
Palice Investigative Specialists - Two Part-Time Positions | 1.00 97,430 3,800 - - 101,230
Reclassification of Computer Support Assistant 41,173 - - - 41,173
Police Radio Communications Analyst ($74,500 budget 1.00 109,722 5,590 R 14,330 129,642
reduction in Other Equipment R and M)
Additional Patrol Vehicles - 65,147 - 205,270 270,417
Police Officer Cell Phone Implementation - 9,220 - 8,120 17,340
Total: 4.00 | $ 415,241|$ 89,727 | $ -1 $ 240,712| $ 745,680
Transportation & Development|
Engineer - New Position 1.00 |$ 123,514|$ 4,260 -1 % 7,207 | $ 134,981
Total: 1.00 | $ 123,514]$ 4,260 -1$ 7,207 |$ 134,981
General Fund Total: 5.00 | $ 538,755|$ 93,987 | $ 243,190| $ 305,919 ] $1,181,851
General Fund Net Reductions to Requested Amounts: * 5.00 848,193 77,462 85,943 158,899 | 1,170,497
General Fund Total: 10.00 | $1,386,948 | $171,449] $ 329,133 | $ 464,818 | $2,352,348
Other Funds:
Municipal Utilities
New Position - Sr. Utilities Mechanic 1.00 |$ 89654|$ 2755|$ -|'s 25200[$ 117,609
Total:
Other Funds Total: 1.00 |$ 89654|$% 2,755] % -|$ 25200|$ 117,609
Other Funds Net Reductions to Requested Amounts: * - - - - -
Other Fund Total: 1.00 |$ 89654|% 2,755] % -|$ 25200|$ 117,609

Combined Total:

11.00 | $1,476,602 | $174,204 | $ 329,133

$ 490,018 | $2,469,957 |

*Some of the requests were approved for an amount different than what was originally requested (either less or more than the original request). This
amount reflects the net reductions to these approved decision packages.
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